WITH ALL OUR BANKS SHARING THE OLD NATIONAL NAME AND A COMMON
OPERATING PLATFORM, CUSTOMERS AT OVER I40 BANKING OFFICES IN FIVE STATES
HAVE ACCESS TO OUR FULL RANGE OF SERVICES WHILE MAINTAINING THEIR
PRIMARY RELATIONSHIPS WITH THEIR LOCAL BANKERS. [HAT’S COMMUNITY
BANKING AT ITS BEST — AND OLD NATIONAL PROVIDES IT



OLD NATIONAL is a $9.1 billion

community banking organization

headquartered in Evansville, Indiana.

We serve customers at more than

140 banking offices and 261 ATMs

in Indiana, lllinois, Kentucky,

Tennessee, and Ohio. We provide

online banking and a broad range of

PRODUCTS AND SERVICES

in banking, investing, trust and

asset management, and insurance.

This array of capabilities and our

focus on relationship-building are

redefining community banking by

not only where but also how we

serve customers. Expanding our

scope is helping make 0ld National

BETTER THAN EVER.

AT A GLANCE

YEAR ENDED DECEMBER 31,
(dollars in thousands, except per share data)
Income Data™

Net interest income $312,620 $289,510
Noninterest income 112,967 101,713
Provision for loan losses 28,700 26,002
Noninterest expense 245,109 228,034

Operating earnings ® 98,964 87,421

Per Share Data (diluted)
Operating earnings

Operating earnings (cash basis) ®
Net income

Book value at December 31

Balance Sheet

Assets $9,080,473

Loans 6,132,854

6,616,440
639,235

$8,767,748
6,348,313
6,583,906
626,341

Deposits
Shareholders’ equity

Performance Ratios (hased on operating earnings)
Return on average assets

5 A @)
Return on average equity

(1) Tax equivalent basis.

(2) Excludes $9.7 million noninterest expense pretax ($5.9 million after-tax) of merger and restructuring costs for 2001, $37.5 million
noninterest expense and $3.8 million provision for loan losses pretax ($25.7 million after-tax) of merger and restructuring costs for
2000 and $4.1 million of discontinued operations income, after-tax, for 1999.

(3) All share and per share data have been adjusted for stock dividends and stock splits, including a 5% stock dividend paid to shareholders
on January 25, 2002. Assumes conversion of the convertible subordinated debentures.

(4) Excludes after-tax impact of amortization of intangible assets.

2001
2000

1999 $.57
1998 $.50

1997 $.48
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DEAR SHAREHOLDERS:

ommunity banking at Old National has as much to do with how we deliver

financial services as with where we interact with customers. The foundation for our

approach is the belief that if we take good care of customers, the bank will do well,

too. That certainly was the case in 2001 as we achieved record results in spite of the

recession and the challenges associated with the unthinkable events of September 11.

Old National continues
to evolve as we recognize
opportunities to leverage
our strengths in commu-
nity banking. With all

of our banks sharing the Old National
name and a common operating plat-
form, customers at over 140 banking
offices in five states have access to our
full range of products and services while
maintaining their primary relationships
with their local bankers. That’s commu-
nity banking at its best — personal rela-
tionships with local bankers backed by
the expertise of a larger organization.

Strong Financial Position

Sustaining and expanding the commu-
nity banking experience requires a solid
financial foundation. Our performance
again improved in 2001, demonstrating
the strategic advantage of earlier deci-
sions and providing more flexibility

for continued growth.

Operating income for 2001 increased

to $99.0 million, or $1.59 per share,

a 15.2 percent improvement over the
previous year’s results. Net income was
$93.0 million, or $1.49 per share, com-
pared with the previous year’s $61.7 mil-
lion, or $0.98 per share. The net income
figures include charges in 2001 for re-
structuring our regional banking opera-
tions and consolidating trust operations
and in 2000 for merger expenses and
restructuring our investment portfolio.
An almost 9 percent increase in revenues

fueled the earnings improvement and
helped offset slower loan growth and the
slightly worsening credit quality environ-
ment in the second half of the year.

Net interest income increased 8.0 per-
cent, and the net interest margin rose
to 3.77 percent from 3.65 percent in
2000. We successfully weathered dra-
matic changes in the interest rate
environment primarily because our
growth of core deposits produced
higher levels of low-cost funds for
lending and steps we took to manage
our balance sheet and interest rate
position. We benefited from the bal-
ance sheet restructuring undertaken in
2000, which included a decision to sell
most of the residential mortgage loans
generated in the secondary market
while retaining the servicing rights -
especially the customer relationship.

During 2001 we substantially

increased revenues from fee-based serv-
ices. Noninterest income contributed a
record $113.0 million,

11.1 percent ahead of the previous year,
in spite of the fact that market condi-
tions lowered asset and equity market
values and the volume of investment
transactions. Insurance

brokerage commissions increased

15.6 percent.

WEe also benefited from ongoing expense

management and restructuring to
streamline banking operations. Total

»!

Year-End Book Value
(at December 31)

T G )

Return On Equity
(at December 31)

L 1 1 1
0% 3% 6% 9% 12% 15%

operating expenses, excluding goodwill
amortization, rose 6.6 percent for 2001
compared with 2000, but revenues grew
faster; so the overall efficiency ratio
improved to 57.6 percent in 2001 from
2000’ 58.3 percent. Of particular note
is the fact that trends in key expense
categories turned more positive as the
year progressed — further evidence that
the restructuring steps are delivering
the anticipated savings.

Old National’s balance sheet remains
strong. Our risk-adjusted total capital ratio
was 12.8 percent at December 31, 2001,
compared with the year-earlier 104 per-
cent, well above regulatory requirements.
We took advantage of capital market
opportunities to further strengthen our
capital position during the fourth quarter
with the issuance of $150 million of
subordinated debt through our principal
subsidiary, Old National Bank.

2001 ANNUAL REPORT



STRONG RELATIONSHIPS WITH CUSTOMERS DEFINE OLD NATIONAL

Solid Credit Culture

The weakening economy put

Old National’s credit culture to

the test, and once again it stood up
to the challenge. Net charge-offs
for the year were $28.3 million,
0.48 percent of average loans out-
standing, slightly above 2000's 0.39 per-
cent. At year-end the allowance for loan
losses was $74.2 million, slightly
higher than year-end 2000. It repre-
sented 1.21 percent of total loans out-
standing at year-end 2001 compared
with 1.16 percent in 2000. In a loan
portfolio of more than $6 billion,
under-performing assets totaled

$86 million, less than half of which

were nonaccrual loans.

Because we have developed such a strong
credit culture over the years, the onset
of the recession had minimal impact on
our lending practices. We continued to
serve our local markets and the small
and midsize businesses. And we continue
to decline invitations to participate in
national syndicated credits unless a

local customer relationship is involved.

Emphasis on Customer Relationships

In recent years Old National has
pursued strategic steps to keep our
resources aligned with the direction our
markets are heading. The consolidation

OLD NATIONAL BANCORP

of bank charters three years ago made

it possible to offer identical products
across our franchise — certainly an increase
in choices for customers and a source of
cost savings for Old National. We identi-
fied opportunities to add products, as with
the Financial Services Network’s robust
combination of financial and tax planning,
trust, asset management, insurance, and
brokerage capabilities.

Three examples of steps we took dur-
ing 2001 illustrate how we are making
Old National better than ever when it
comes to building customer relation-
ships. One is to make sure our teams
of experts actively support primary
customer relationships. The second

is to enhance our bankers’ ability to
recognize future financial needs and
help customers prepare for them. The
third revolves around our expanding
presence in Indianapolis, where we
have an opportunity to make the
Financial Services Network the

core customer relationship.

Our market research has shown a strong
preference among customers

and potential customers to work with
specialists in financial services. Although
Old National’s bankers have always
drawn on the expertise within our bank-
ing system, we’ve taken steps to organ-

op2

ize that expertise more formally and to
make the primary customer relationship
manager responsible for tapping the
collective knowledge on a regular basis.
The next step, already practiced by
many of the teams, is to suggest finan-
cial steps to customers, based on a
review of personal or business financial
information the customer has provided.

The slowing economy unexpectedly
served as a catalyst for building those
relationships. As loan demand slowed,
our commercial lenders increasingly
fielded questions about cash manage-
ment, adequacy of insurance coverage,
how to evaluate equipment leasing
versus purchase, and so on. Our teams
make it easy to build relationships
around those interests and to suggest
appropriate initiatives to our customers.

Our second and related initiative was

to make sure our bankers know how

to spot opportunities for our customers,
which also holds the potential to increase
the number of services Old National pro-
vides to our household and business rela-
tionships. We launched a program called
Exsel3 that builds bankers’ sales skills in
the context of community banking. In
other words, it is our responsibility to
introduce customers to all the financial
services they need but not sell them any

TAKING CARE OF OUR CUSTOMERS BETTER THAN EVER

they don’t. With guidance from cus-
tomers, we are helping them to zero in
on longer-term financial arrangements
that tend to be put off in the press of
day-to-day responsibilities. Customers
have told us over and over that they
expect us to put our expertise in front of
them, and they appreciate it when we do.

The third example, our expanding
presence in Indianapolis, combines
elements of the team process, new
initiatives to bring services to our cus-
tomers’ attention, and our emerging
metro strategy. We are defining niches
in which we have particularly strong

capabilities — in this case, the collec-
tion of services we call our Financial
Services Network. We are opening
offices in areas where the demograph-
ics match those of customers most
likely to use those services, and we
are targeting our marketing efforts
accordingly. We have been successful
in implementing this strategy in
Indianapolis and are looking to expand
our presence there during 2002. We
also see opportunities for growth in
other larger Midwestern cities in our
five-state market area and adjacent
markets where there is a void in cus-
tomer-driven relationship banking.

Positioned for Growth

There is no doubt 2001 was a
challenging year. The repercussions

of the terrorist attacks, the recession,
and the stock market’s tumble tested the
nation’s mettle. We have met that test.
We in the financial services industry
take pride in the strength of the bank-
ing system and the role it has played in
cushioning these punches. The spirit of
community that reasserted itself nation-
ally in 2001 is something we understand
well at Old National.

It has been our core behavior for all

168 years we have been in business.

It is as applicable now as ever.

Old National is well positioned for
growth. We rank number one or two in
most of our major geographic markets.
We will continue to look for ways to
expand our customer relationships in
those areas. At the same time, we are pur-
suing other opportunities to accelerate
our growth rate. The development of
niche strategies focused on faster-growing
market segments is one example. We will
continue to assess both geographic and
demographic opportunities and look
toward acquisitions as well as internal
growth. A solid balance sheet, strong
credit culture, high level of customer
service, and strategic step-by-step progress

3

are all hallmarks of Old National. They
position us for faster growth, and that
is where we are directing our energy.

One expression of our confidence in
Old National’s future was the 5 percent
stock dividend paid to shareholders

on January 25, the 16th consecutive
stock dividend.

Another demonstration of the momen-
tum evident at Old National is our
preparation to be listed on the New
York Stock Exchange starting February
15. Our trading symbol changes to
ONB. There are some practical bene-
fits to Big Board listing in terms of
having a market specialist concentrate
on our stock and provide insight into
what may be driving the price at any
given time rather than a group of
Nasdaq market makers splitting those
responsibilities. For some investors,
NYSE listing is a factor whether they
buy shares in a particular company.

While we expect to benefit from the
visibility of the NYSE, it doesn’t change
our dedication to building value for

Old National shareholders in the way
we execute day-to-day responsibilities.
We know that taking care of customers
serves Old National well. Those initia-
tives are inseparable, and they are the
highest priority for Old National’s
employees and management team.

Sincerely,

James A. Risinger
Chairman and CEO
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‘WE LISTEN To ourR CUSTOMERS

7 . .
CUSTOMERS ARE RAISING THE BAR FOR THEIR/{/}?(I/IZ(%{I/J/{’/’7/{1’{’4/?{1/}’/}[{’/}’:}’. INCREASINGLY THEY LOOK
TO THEIR BANK TO INITIATE FINANCIAL DISCUSSIONS, OFFER A BROAD RANGE OF SERVICES, AND

EXECUTE TRANSACTIONS FLAWLESSLY.

OLp NATIONAL IS BETTER PREPARED THAN MOST TO TURN THIS INTEREST INTO REALITY FOR
cUSTOMERS. OUR COMMUNITY BANKING MINDSET MEANS WE KNOW OUR CUSTOMERS’ NEEDS AND

PUT OUR TEAMS OF SPECIALISTS TO WORK 4{4//00’11}1 customers accomfolish /41){’/1’(70(1/&

OLD NATIONAL BANCORP J./},_/}

TAKING CARE OF OUR CUSTOMERS BETTER THAN EVER

e
rom formal focus groups to

informal conversations with bankers,
customers are telling us that more
than ever they want to build a rela-
tionship with their bank. Rates, pric-
ing, and convenience are important
to them, but their relationship with
a trusted adviser is what counts most
in a complex world that requires
many financial decisions.

They know they need to plan for
retirement and their children’s educa-
tion and they understand the value

of preparing for other major financial
demands. However, on a day-to-day
basis, their most immediate responsi-
bilities take precedence. Our cus-
tomers are challenging us to take

the initiative on their behalf.

Accordingly, Old National has renewed
our emphasis on relationship banking as
our core strategic directive. To that end
we have assembled financial services and
staff expertise that enable us to put a
team of experts at our customers’ dispos-
al, readily available wherever our cus-
tomers interact with an Old National
financial center. That has meant enhanc-
ing trust, insurance, financial planning,
asset management, and brokerage capa-
bilities in a product lineup that already
includes robust checking, savings and
lending capabilities for individuals, fami-
lies, businesses, and organizations.

We also are evaluating our banking
offices and whether reconfiguring the
space or, in some locations, even mov-
ing the office would be advantageous
to customers. We have upgraded the

technology that supports our customer
service delivery. And we have invested
in extensive training throughout

Old National. We are a 168-year-old
banking company — but the initiatives
of the past few years have made us
better than ever.

More Services Per Household

Customers have responded by steadily
expanding the average number of servic-
es per household. In 2001 customer
households availing themselves of five
or more Old National services increased
22 percent over the previous year. At
the other end of the spectrum, the num-
ber of customer households with just
one account at Old National dropped

10 percent in one year’s time to fewer
than one-third.

The momentum evident in cust-

omer relationship building reflects
Old National’s mission to be the best
provider of financial services in every
community we serve. It may just be a
matter of semantics whether we are
redefining banking or just accelerating
our evolution. We are changing from a
traditional bank to a financial services
company where customers not only
satisfy their checking and savings
account needs but also make and exe-
cute financial plans, obtain insurance,
and carry out brokerage transactions.
The distinction isn’t as important as
the fact that customers more than ever
want an integrated financial approach
that raises their comfort level about
making the most of their financial
resources. And that’s exactly what
we’re achieving at Old National.

PS5

Services Per Household

Households With 5+ Services

1 1 1 1
0% 2% 4% 6% 8% 10% 12%
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‘WE ANTICIPATE CUSTOMERS  NEEDS

BUSY CUSTOMERS APPRECIATE « /Arws loward aclion. THE MOST PRODUCTIVE DECISIONS COME FROM
UNDERSTANDING A SITUATION AND CHOOSING THE BEST AMONG POTENTIAL SOLUTIONS. INFORMATION AND

EXECUTION TOGETHER DELIVER SUCCESS.

BANKS HAVE LONG TALKED ABOUT BROADENING THEIR CAPABILITIES. OLD INATIONAL HAS ACTED. WE ARE
GROWING FINANCIAL SERVICES CAPABILITIES FROM COMMUNITY BANKING ROOTS. THAT MEANS THE BEST OF BOTH

e 7i N . ~
STRATEGIES FOR OUR CUSTOMERS AND (7 ('(://///('//// ve advantag (//(// Old cNational. |

OLD NATIONAL BANCORP k)/)()

TAKING CARE OF OUR CUSTOMERS BETTER THAN EVER

%ustomers’ busy lifestyles and

complex financial decision-making
require a style of community banking
that increasingly suggests options and
lays the groundwork to pursue rec-
ommendations. At Old National
meeting this challenge of outstanding
customer service means we charge
our banking relationship managers
with bringing ideas to their clients,
suggesting follow-up with specific
areas of financial expertise, and
remaining alert to their customers’
changing situations.

Banking for Business

Almost half of our small- and medium-
size business accounts are customers

of Old National primarily because of
loans they arranged through their local
banks. For the most part they manage
companies with fewer than 20 employees
and annual sales of less than $2.5 million.
Many of these customers also maintain
business checking accounts at their local
Old National offices. Those day-to-day
capabilities represent their primary
financial services activities at present.

Old National’s customer teams are
making a point of learning more about
these customers. Not surprisingly, the
consistent finding is that the demands
of running their own business, sup-
porting their families, and being good
citizens in their communities leaves lit-
tle time for them to develop financial
expertise. This doesn’t mean they
aren’t interested in estate planning,
investment programs, and improving
their businesses.

Our market surveys indicate particular
interest in information about employee
life and health insurance, investments,
estate planning and similar trust servic-
es. In our customer surveys almost half
of these respondents say they are likely
to evaluate how they operate their busi-
nesses during the next 12 months — pro-
viding many opportunities for

Old National to help them update
their financial arrangements.

At www.oldnational.com, owners

of small businesses have access to
our Small Business Hub, a collection
of tools to help them grow their com-
panies and manage them efficiently.
The site provides links to business-
related services like office supplies
and overnight delivery services, to
Small Business Association programs
and Internal Revenue Service forms,
and to other providers of business-
related services.

Also on the site are succinct descrip-
tions of Old National services like our
BusinessPartner checking account,
descriptions that help business owners
arrange customized lending and leasing
arrangements, and a credit card whose
features include expenditure tracking.

Knowledge-Based Service

The fundamental precept of community
banking is relationships based on
knowledge. Customers have ready
access to financial information at their
local banking offices, and bankers know
their customers not only through busi-
ness relationships but also more than
likely through civic activities.

In 2001 we began getting to know our
customers even better through profiles
that identify financial goals and related
bank services. Old National’s staff mem-
bers make the profiles a regular part of
their day-to-day customer interactions.

The profile summarizes the customer’s
financial management priorities such as
upcoming credit needs, adequate insur-
ance coverage, specific retirement
goals, an educational savings plan,

or investment plans for idle funds

that could be producing income.

Old National’s bank managers and
account representatives refer to the
profiles to ensure they are helping

op1

BUSINESS SERVICES

TUDAY USE

Business Checking Account 96%
Line Of Credit 48%
Vehicle Loan 28%
Money Market Account 25%
Interest Sweep 16%
Investment Advice 41%
Business Evaluation 43%
Estate Planning 39%
Trust Services 35%
Life/Health Insurance 30%

customers manage their financial
affairs effectively from the vantage
point of long-term goals as well as
short-term decisions.

The profiles generate an average

of 1.1 referrals each. In the first few
months after we made the profiles a
regular part of customer relationship
building, our bankers followed up on
more than 155,000 leads. Most of them
involved checking and savings accounts
and consumer credit, but at least one
in 10 focused on insurance, brokerage,
or trust services.

Old National remains committed to
service excellence. That goal sets stan-
dards for Old National and our staff:
dedicated professionals who commit
daily to add value to the lives of our
clients, associates, communities and
shareholders; building relationships
on respect, integrity, commitment and
trust; and delivering service through
hard work, friendliness, consistency,
teamwork and a can-do attitude.
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\\VE COMMUNICATE WITH CUSTOMERS

Ly . fods Lowd,
((///(’(‘// 0ne INa¥ (’////(/ eadas /(/’ WHAT PARTICIPANTS IN A TRANSACTION WOULD DESCRIBE AS A

WIN-WIN. THE BUYER’S NEEDS ARE MET BY THE PRODUCT OR SERVICE. THE PROVIDER BENEFITS FROM THE

SALE. THEY BOTH ANTICIPATE REPEAT BUSINESS.

OLp NATIONAL HAS LONG OPERATED ON THE PHILOSOPHY THAT IF WE TAKE CARE OF CUSTOMERS, WE'LL
ALSO TAKE CARE OF THE BANK IN THE PROCESS. AS WE LISTEN AND ASK QUESTIONS, CUSTOMERS’ NEEDS

BECOME APPARENT. WE ACT ON THOSE NEEDS. QUR GOAL IS TO SELL EVERY J¢2 /0 CC //(’ custlomer /N’(‘(/I

AND NOT ONE THAT THE CUSTOMER DOESN’T NEED.

OLD NATIONAL BANCORP ;)/)8

TAKING CARE OF OUR CUSTOMERS BETTER THAN EVER

igustomers have told us they value

Old National’s community presence
and transaction capabilities. But they
also have told us that they think they
ought to consider specialists when
they turn their attention to manage-
ment of their financial resources.

At Old National we have those special-
ists on staff. But we understand why
customers don’t automatically think

of banks as their one-stop source for
financial services, and we’re taking steps
to change those perceptions.

Understanding the Market

In part, customers are reacting to the
complexity of financial decision-making
in an era of unprecedented choices,
some of which were introduced to the
market by nontraditional providers.
Culture is another factor. A large seg-
ment of the U.S. population has grown
up in a generally prosperous time in
U.S. history, and Americans like to
explore options. Demographics also
play a role in this line of thinking. The
influential baby boomer generation has
reached the life-cycle stage that typical-
ly focuses on investments and income
for retirement. More than at any other
time in U.S. history, this generation of
pre-retirees faces the welcome change
of managing inherited funds. Estimates
of the wealth transfer under way range
from $41 trillion to $136 trillion from
the World War II generation.

Helping our customers manage
financial resources is something

Old National is well-equipped to do.
A key step in communicating is to
make sure our bankers are well-versed
in our products, skilled at identifying
customer needs, and comfortable
making the match.

Financial Services Professionals 145,000

We refer to our comprehensive internal Number of customer profiles
program as Exsel3 — selling through completed or updated
listening, learning, and leadership. It is
based on the Old National philosophy
that if we take good care of customers, Number of referrals
we will do well by shareholders, CLEIELICIL L (2 £0E
employees, and the communities in
W}_lid.l we _do Insttnizss, (e guidhog Number of Exsel3 referrals to
principle is to sell every dollar of insurance, brokerage and
everything customers need and not

one penny of anything they don’t need.

To approach sales any other way would

violate the trust clients place in us

as financial services professionals.

Familiarity with the financial picture
that the customer profile paints
enables bankers to initiate conversa-
tions based on what the customers
want to hear about rather than what
the bank has chosen to feature. That
technique has been the hallmark of
effective marketing since merchants
recorded customer purchases on index
cards and watched for buying patterns.
Exsel3 not only applies that habit to
how we deliver financial services, but
also uses Old National’s common
operating platform and advanced tech-
nology to facilitate calculations and
highlight product features of interest
to individual clients based on the
information in their profiles.

These processes have one objective:

to enable bankers to better serve their
customers. The goal of our internal
processes is to make it easy for cus-
tomer relationship managers to quickly
access the most useful information for a
given set of circumstances, which means
they can spend more time planning
with customers and less time research-
ing options. Time-pressed customers
get high-quality information quicker

so they can reach decisions faster.
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‘WE BUILD RELATIONSHIPS

Leaders #now how lo ///// //w/«/w‘m’ /w/('//(‘r /o lui/d A SUCCESSFUL PARTNERSHIP FOR ALL
PARTICIPANTS. THEY KNOW WHERE THE PATH HEADS AND HOW TO KEEP FOLLOWERS ON IT. IN BUSINESS

THAT TRANSLATES TO HAVING THE PRODUCTS CUSTOMERS WANT WHEN THEY ARE READY TO BUY.

OLDp NATIONAL’S LEADERSHIP COMES FROM UNDERSTANDING OUR MARKET, THE PACE OF ITS TRANSITION
FROM TRANSACTIONAL BANKING TO FINANCIAL SERVICES, AND THE PRIORITY OUR CUSTOMERS PLACE ON

//:(// lovels (,/'J('/'/f/'(‘(‘ and /(»//(/—/(//'m /(»/(///'(»//.;////J,
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TAKING CARE OF OUR CUSTOMERS BETTER THAN EVER

7,
@ he fact that customers expect

Old National to bring them good
ideas for managing their financial
affairs may well be a reflection of
the essence of community banking.
It is a logical development as cus-
tomers and their bank develop close
working relationships over time. But
meeting the expectation of continuing
to be not just where the customers
are but also where they are going
requires conscientious stewardship
of Old National’s resources.

The platform for Old National’s
community banking leadership rests
on unwavering attention to three key
elements. One is the franchise itself,
which operates on the concept of
customer service. The second is to
continue to expand our product line.
The third is the ability to recognize
new opportunities for growth, because
that is the engine to maintain momen-
tum in the other two.

Product Expansion

An important customer benefit of

Old National’s single operating plat-
form is that customers have access to
all our services at all our locations.

We took a significant step in that direc-
tion when we combined bank charters
three years ago, and we fortified it with
investments in technology to upgrade
access to our capabilities throughout
our market.

Old National offers a robust selection
of financial services, and customers
take advantage of specific capabilities as
their financial needs dictate. But anoth-
er piece of our service proposition is
that we know how to package individual
capabilities and present the cluster as a
single service when that makes sense
for the customer. Such is the case

with our Financial Services Network,

a collection of services that we will
soon brand with its own product name.
The Financial Services Network pulls

together traditional banking and invest-
ment capabilities and ONB Insurance,
a line of business that we have expanded
significantly in recent years.

Another example of pulling together
related services is our program for
adoptive parents. It began as a loan
program, recognizing that young fami-
lies may not have adequate savings for
the adoption process, especially for the
increasingly common component of
travel overseas. Our lending capability,
coupled with our emphasis on relation-
ship banking, has led to a program for
adoptive families that not only extends
credit but also helps them get on a
solid course of family money manage-
ment that includes saving for their
children’s college education. We are
one of only two banks in the nation
with this kind of program.

We soon will introduce a family of
mutual funds managed by Old National’s
investment experts. The expertise we
apply to managing $6.5 billion for trust
customers, endowments, and similar
entities then will be available to a broad-
er group of customers, including individ-
uals who invest in mutual funds

and employers who offer 401(k) plans

to their employees.

Strategies for Growth

Old National is carving out opportunities
to accelerate growth by building on the
business we know best — community
banking. An example is our successful
entry into the Indianapolis market
through our Financial Services Network.
The number of households doing busi-
ness with Old National there increased
by almost 50 percent during 2001, driven
in part by referrals from attorneys,
accountants, and other professionals who
interact with the kinds of clients who are
drawn to the services offered by our
Financial Services Network. Old National
is succeeding in this market niche because
we stay in touch with our community

o1l

bank roots as we expand capabilities and
add the expertise that formerly was the
province of much larger, more specialized
financial services companies. Our clients
benefit from small-bank service levels
delivered with big-bank muscle.

From a strategic growth standpoint, our
success in Indianapolis also is important
because it shows that a niche strategy is
a viable path for Old National. We are
looking at additional opportunities to
replicate this targeted approach in other
metropolitan areas.

Old National has taken a number of
steps to make sure we have the best
products, the most knowledgeable
employees and the right structure to
be the financial institution our cus-
tomers expect in 2002 and beyond.
We are providing value to customers
by organizing our knowledge of their
needs and by matching our products
with those priorities as crisply as pos-
sible. In turn, expanding relationships
improve our familiarity with cus-
tomers’ financial priorities. That
process represents the essence of com-
munity banking, and we’re putting it
into practice better than ever.
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Takine Orp NationarL’s MOMENTUM 1o THE NEw YOrRK STOoCK EXCHANGE

Tae comMmMoN sToCK OF OLD NATIONAL BANCORP WAS LISTED ON
THE NEW YorRK STock ExcHANGE oN FEBRUARY 15, 2002. WiTH

THAT LISTING OUR TICKER SYMBOL CHANGED To ONB.

Tue NYSE 1s THE NATION’S PREMIER STOCK EXCHANGE,
AND ITS NAME IS IMMEDIATELY RECOGNIZABLE IN GLOBAL
FINANCIAL CIRCLES. OUR LISTING OCCURS IN CONJUNCTION
WITH OUR DEVELOPING ROLE AS ONE OF THE PREEMINENT
FINANCIAL SERVICES COMPANIES IN THE MipwesT. THis STEP
IS ANOTHER MILESTONE IN OUR GROWTH AND OUR CONTINUING
PROGRESS AS A FULL-SERVICE FINANCIAL SERVICES PROVIDER
ABLE TO OFFER OUR INDIVIDUAL AND BUSINESS CUSTOMERS A

BROAD RANGE OF VALUABLE FINANCIAL SERVICES.

AMoNG INVESTORS THE INEW YORK STOCK EXCHANGE IS KNOWN
FOR LISTING SOLID COMPANIES WITH ESTABLISHED FINANCIAL
PERFORMANCE TRACK RECORDS — CHARACTERISTICS THAT DEFINITELY
DESCRIBE OLD NaTioNAL. THE Bic BOARD’S WIDESPREAD RECOGNI-

TION BRINGS THE POTENTIAL OF
g:._- B GREATER VISIBILITY AND LIQUIDITY

=& For OLD NATIONAL’S STOCK AND OUR

m - NEARLY 25,000 SHAREHOLDERS.
- = *a . 3
‘m-- e ! Listiné oN THE NEew YoORrkK

= Sy
Sl STock EXCHANGE IS EVIDENCE OF
Orp NatioNaL’s MOMENTUM. ONB 1s HOW INVESTORS NOW
WILL RECOGNIZE US ON THE TICKER AND IN NEWSPAPER LISTINGS
AND INVESTMENT-RELATED DATABASES. EVEN THOUGH THAT IS A
NEW SYMBOL FOR OLD NATIONAL, WE'RE THE SAME BANKING

PARTNER OUR CUSTOMERS DEPEND ON — JUST BETTER THAN EVER.

MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

SELECTED FINANCIAL DATA
Five-Year
Growth
(dollars in thousands, except per share data) 2001 2000 1999 1998 1997 1996 Rate
Results of Operations™
Net interest income $312,620 $289,510  $299,165 $277,892 $267,206  $255,529 4.1%
Noninterest income 112,967 101,713 83,150 72,898 62,505 59,487 13.7
Total revenue 425,587 391,223 382,315 350,790 329,711 315,016 6.2
Provision for loan losses® 28,700 26,002 14,798 14,987 15,265 12,723 17.7
Noninterest expense @ 245,109 228,034 223,897 199,088 186,345 184,288 59
Income taxes 52,814 49,766 50,363 51,272 49,675 46,143 2.7
Operating earnings ® 98,964 87,421 93,257 85,443 78,426 71,862 6.6
Merger and restructuring
costs (after-tax) (5,920) (25,725) — — — — N/M
Discontinued operations (after-tax) — — 4,101 9,854) (5,005) 494 N/M
Net income $ 93,044 $ 61,696 $ 97,358 $ 75,589 § 73,421 $ 72,356 52%

Per Share Data (diluted)®

Operating earnings $ 1.59 $ 138 $ 144 $ 131 $ 1.20 $ 1.08 8.0%
Operating earnings (cash basis) ® 1.69 1.45 1.48 1.35 1.22 1.10 9.0
Net income 1.49 0.98 1.50 1.17 1.20 1.08 6.6
Cash dividends paid 0.65 0.62 0.57 0.50 0.48 0.46 7.2
Book value at year-end 10.45 9.90 9.39 9.66 9.20 8.63 3.9
Stock price at year-end 24.05 27.15 28.02 30.58 25.27 19.52 4.3

Balance Sheet Data (at December 31)

Total assets $9,080,473  $8,767,748 $8,086,012 $7,334,271 $6,715,787 $6,320,187
Loans 6,132,854 6,348,313 5,714,688 5,058,460 4,526,521 4,171,851
Deposits 6,616,440 6,583,906 5,962,069 5436,381 5,147,271 5,080,775

Shareholders’ equity 639,235 626,341 584,995 605,849 579,599 552,403
Performance Ratios

Based on operating earnings:
Return on average assets 1.12% 1.03% 1.20% 1.23%
Return on average
shareholders’ equity © 15.86 14.33 15.13 14.75

Equity to assets 7.27 6.92 7.90 8.57
Net interest margin ® 3.77 3.65 4.09 4.26
Efficiency ratio 57.59 58.29 58.56 56.75
Net charge-offs to average loans 0.45 0.39 0.17 0.24
Allowance for loan losses to:

Average loans 1.18 1.21 1.21 1.25

Ending loans 1.21 1.16 1.15 1.17

Based on net income:
Return on average assets 1.05% 0.73% 1.25% 1.08%
Return on average

shareholders’ equity © 14.91 10.11 15.79 13.05
Dividend payout 43.13 62.84 36.52 40.38

Other Data
Number of full-time

equivalent employees 2,741 2,873
Number of shareholders 24,838 25,008
Number of shares traded

(in thousands) 16,367 23,825

(1) Tax equivalent basis.

(2) Excludes portion related to merger and restructuring.

(3) Restated for all stock dividends, including 5% stock dividend paid to shareholderes on January 25, 2002. Assumes the conversion of subordinated debentures and stock options.
(4) Excludes after-tax impact of intangible asset amortization.

(5) Excludes other comprehensive income.

N/M = Not meaningful
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION (conTiNuED)

Introduction

Formed in 1982, Old National Bancorp (“Old National”) is a
financial holding company headquartered in Evansville, Indiana
with banking activity in Indiana, Illinois, Kentucky, Tennessee,
and Ohio. Old National’s banking operations date back over 160
years. With over 140 community banking locations Old National
serves customers in both urban and rural markets. These banking
centers provide a wide range of financial services, such as:

» commercial, real estate, and consumer loans;

» lease financing;

» checking, savings, time deposits and other depository accounts;
» letters of credit;

» cash management services;

» credit life, accident and health insurance;

» safe deposit facilities;

» investments and brokerage products;

» debit cards and other electronically accessed banking services; and
» Internet banking.

Old National’s non-bank affiliates provide additional financial or
support services incidental to its operations, including:

» issuance and reinsurance of credit life, accident, health, life,
property, and casualty insurance;

» investment services;

» fiduciary and trust services; and

» property ownership.

Financial Basis

The following discussion is an analysis of Old National’s oper-
ating results for the years 1999 through 2001 and financial
condition as of December 31, 2001 and 2000, and will assist
readers of the accompanying consolidated financial statements
and related notes beginning on page 28. Old National's critical
accounting policies which may require management's judgment
are discussed throughout the applicable areas of Management's
Discussion and Analysis.

Management’s forward-looking statements are intended to
benefit the reader, but are subject to various risks and uncertain-
ties which may cause actual results to differ materially, including
but not limited to: (1) economic conditions generally and in the
market areas of the company; (2) increased competition in the
financial services industry; (3) actions by the Federal Reserve
Board and changes in interest rates; and (4) governmental
legislation and regulation.

The financial information has been restated to reflect mergers
accounted for as poolings-of-interests as if they had occurred at
the beginning of the first year presented. Purchases have been
included in reported results from the date of the transaction.

During 1998, Old National sold the operations and related auto
loans of its consumer finance subsidiary headquartered in
Indianapolis. The sale and the operations prior to the sale
resulted in a $9.9 million loss on discontinued operations, net of
tax. In 1999 certain contingencies related to this sale were
successfully resolved, resulting in a $4.1 million after-tax gain
on discontinued operations. The discontinued operations’
financial results in prior periods are similarly broken out from
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Old National’s continuing operations. The subsidiary’s net assets
are included in other assets on the consolidated balance sheet for
periods prior to the sale. For further details regarding the
discontinued operations, see the consolidated financial state-
ments and Note 2.

The following discussion and analysis of Old National’s financial
condition and results of operations relates to its continuing oper-
ations. References to operating earnings within this analysis
represent net income from continuing operations excluding the
impact of merger-related and restructuring expenses as discussed
within this document and further explained in Note 16 of the
consolidated financial statements.

Tax-exempt or nontaxable interest income in the following
information has been increased to be comparable to interest
subject to income taxes using the federal statutory rate in effect
of 35% for all periods. An offsetting increase of the same amount
is made in the income tax section of the Selected Financial Data.
Net income is unaffected by these tax equivalent adjustments.

Competition And Economic Conditions

The banking industry and related financial services providers
operate in a highly competitive market. Within its five-state
geography Old National’s competition includes numerous local,
regional, and national banking institutions, thrifts, finance
companies, credit unions, money market mutual funds, invest-
ment brokers, and finance and insurance companies. The
competitive factors center around issues such as interest rates
on loans and deposits, convenient locations and hours, types of
services and products, and quality of service.

The Federal Reserve Open Market Committee engineered a
series of reductions in its targeted Federal funds rate during
2001. The Federal funds target rate began 2001 at 6.50% and
reached 1.75% by year-end. Correspondingly, the national prime
lending rate decreased from 9.50% in January 2001 to 4.75% by
year-end. The Federal Reserve’s actions were intended to help
stimulate the U.S. economy that officially dipped into a recession
during the second quarter of 2001. Longer-term interest rates,
like those that determine fixed-rate residential mortgage rates,
moved generally downward during 2001, but not as dramatically
as the Federal funds rate. The 10-year U.S. Treasury note yield
was characterized by exceptional volatility in 2001, beginning the
year at 5.10%, reaching a low of 4.18% in November, and
closing 2001 at 5.05%.

The interest rate declines of 2001 reversed an eighteen-month
period of rising short-term rates from June 1999 through
December 2000. The Federal funds target rate increased from
4.75% to 6.50% during this period. During this period, the
10-year U.S. Treasury note yield decreased from 6.50% at the
beginning of 2000 to 5.10% by December 31.

Merger And Consolidation Activity

During 2001, Old National completed its One Bank consoli-
dation project that started in 1999 with the merger of its
remaining banking charters into one bank. The goals of One
Bank included a single brand image, common products offered
throughout the banking locations, and improved back-office

efficiency. In the second quarter of 2001, Old National further
streamlined its regional banking administrative structure and
incurred expenses in the consolidation of acquisitions made in
2000. The $5.9 million in after-tax expenses have been excluded
from operating earnings as discussed herein.

In the first quarter of 2000 Old National completed the acquisi-
tions of ANB Corporation, Muncie, Indiana, with $880 million
in total assets and Heritage Financial Services, Inc., Clarksville,
Tennessee with $246 million of total assets. These mergers were
accounted for as poolings-of-interests. The consolidated financial
statements have been restated accordingly. In the third quarter
of 2000 Old National purchased Permanent Bancorp, Inc.
(“Permanent”), Evansville, Indiana with $497 million in total
assets. The assets and liabilities acquired from Permanent were
adjusted to current market values. Goodwill and other intangi-
bles from this acquisition totaled $61.8 million.

RESULTS OF OPERATIONS

Net Income

In 2001 Old National achieved net income of $93.0 million and
diluted income per share of $1.49, both increased over 50%
from 2000 results. Operating earnings (net income from contin-
uing operations excluding the impact of merger-related and
restructuring expenses of $9.7 million pretax, $5.9 million after
tax or $0.10 per share) were $99.0 million, a 13.2% increase
over 2000. Revenue growth exceeded the increase in provision
for loan losses and expenses. The specific effects of these factors
are discussed in the following paragraphs.

In 2000 Old National generated net income of $61.7 and
diluted income per share of $0.98, both lower than in 1999.
Operating earnings (net income from continuing operations
excluding the impact of merger-related and restructuring
expenses of $41.3 million pretax, $25.7 million after tax or
$0.40 per share) were $87.4 million, a 6.3% decrease from
1999. The provision for loan losses increase contributed to
the lower earnings, despite the revenue growth exceeding
the growth in operating expenses.

Net Interest Income

Over 70% of Old National’s revenue results from the interest
and fee income on earning assets, such as loans and investments,
less the interest paid on deposits and borrowed funds. This
difference between income earned and interest paid is net
interest income. Net interest margin is net interest income, on
a tax equivalent basis, expressed as a percentage of average
earning assets. Incorporating the tax savings on certain assets
permits effective yield comparability between taxable and
nontaxable investments and loans.
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Net interest income and margin are influenced by many factors,
but the primary determinants are the volume and mix of earning
assets and funding sources. Loans typically generate more
interest income than investment securities with similar maturi-
ties. Funding from customer deposits, especially noninterest-
bearing accounts, and equity generally cost less than wholesale
funding sources. Factors such as general economic activity,
Federal Reserve Board monetary policy, and price volatility of
competing alternative investments, can also exert significant
influence on Old National’s ability to optimize its mix of assets
and funding and its net interest income and margin.

Tax equivalized net interest income rose $23.1 million in 2001 or
8.0% over 2000. This increase was the result of a 4.6% increase
in earning assets, an asset mix shift toward higher-yielding loans
and investments, a lower-rate environment, and core deposit
growth resulting in a reduction in Old National’s funding costs.
While earning assets grew over $368.4 million in 2001, the yield
declined 46 basis points to 7.84%. This was offset by the 63 basis
point decline in the interest-bearing liabilities to 4.53%. These
factors combined to generate net interest margin of 3.77%, up
12 basis points over 2000.

Tax equivalized net interest income declined 3.2% in 2000, a
$9.6 million decrease from 1999. The sharp increase in interest
rates initiated by the Federal Reserve Bank during late 1999
and experienced throughout most of 2000 raised Old National’s
interest expense on its funding sources faster than its interest
income on earning assets. Earning assets grew 8.4% or

$617.7 million during 2000. The yield on those assets rose

32 basis points. Goodwill from recent acquisitions produced
nonearning assets growth. In 2000 low cost or free funding
sources, such as NOW and savings deposits, equity, demand
deposits, and other liabilities declined slightly. Old National
funded the 8.6% growth in average assets primarily with
borrowed funds and time deposits. The cost of interest-bearing
deposits rose 65 basis points to 4.82% while the total cost of all
interest-bearing liabilities increased 75 basis points to 5.16%.
This significant shift in the market interest rates and funding mix
combined to lower Old National’s net interest margin from
4.09% in 1999 to 3.65% in 2000.

Table 1 details the changes in the components of net interest
income. Table 2 attributes Table 1 fluctuations to the impact of
changes in the average balances of assets and liabilities and the
yields earned or rates paid. Table 3 presents a three-year average
balance sheet and for each major asset and liability category, its
related interest income and yield or its expense and rate.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION (conTiNuED)

NET INTEREST INCOME CHANGES (TABLE 1) THREE-YEAR AVERAGE BALANCE SHEET AND NET INTEREST ANALYSIS (TABLE 3)
% Change From 2001 2000 1999
Prior Year (tax equivalent basis, Average Interest  Yield/ Average Interest Yield/ Average Interest Yield/
(tax equivalent asis, dollars in thousands) 2001 2000 1999 2001 2000 dollars in thousands) Balance & Fees Rate Balance & Fees Rate Balance & Fees Rate
Interest Income Earning Assets
Money market investments $ 805 $ 1,619 $ 1,859 (50.3)% (12.9)% Money market investments $ 21,683 $ 805 3.71% $ 24,130 $ 1,619 6.71% $ 35,046 $ 1,859 5.30%
Investment securities 130,924 128,577 125,378 1.8 2.6 Investment securities:
Loans 519,299 527,718 456,499 (1.6) 15.6 U.S. Treasury and
Total interest income 651.028 657914 583.736 (1.0) 27 Government agencies” 1,254,893 79,644 635 $1,178,365 80,414  6.82 1,232,856 79,265 643
2 ’ . . . State and political
Interest Expense subdivisions 581,725 41,125 7.07 542,469 40,636  7.49 551,189 41,178  7.47
NOW deposits 14,712 13,135 10,700 12.0 22.8 Other securities 159,501 10,155 6.37 97,522 7,527  7.72 68,408 4935  7.21
Savings deposits 7,839 12,086 11,211 (5.1 7.8 Total investment securities| 1,996,119 130,924  6.56 1,818,356 128,577 7.07 1,852,453 125378  6.77
Money market deposits 25,864 34,735 27,458 (25.5) 26.5 o
Time deposits 205,199 207,656 163,341 (1.2) 27.1 Loans: .
Short-term borrowings 23.462 42 446 28.550 44.7) 48.7 Commercial 1,691,817 138,433 8.18 1,476,135 136,941  9.28 1,277,572 111,604 8.74
Other borrowings 61’332 58’346 43’311 51 34.7 Commercial real estate 1,855,338 152,575 8.22 1,537,810 132,776  8.63 1,211,022 98,746  8.15
- ’ ’ ’ : . Residential real estate 1,682,167 130,664  7.77 2,087,834 165,554 7.93 2,080,569 164,229  7.89
Total. 1nterest. expense 338,408 368,404 284,571 (8.12) 29.5 . Consumer, net of
Net interest income $312,620 $289,510 $299,165 8.0% G-2)% unearned income 1,050,467 97564  9.29 969,279 90,389  9.33 825113 77,174 935
Net interest margin 3.77% 3.65% 4.09% Credit card 1,206 63 5.22 16,811 2,058 12.24 30,872 4,746 15.37
Total loans 6,280,995 519,299  8.27 6,087,869 527,718  8.67 5,425,148 456,499 8.41
NET INTEREST INCOME - RATE/VOLUME ANALYSIS (TABLE 2) Total earning assets 8,298,797 $7M% 7,930,355 $7M% 7,312,647 7w%
2001 vs. 2000 2000 vs. 1999 Less: Allowance for loan losses (74,491) (71,089) (64,051)
Total Attributed to Total Attributed to Non-Earning Assets
(tax equivalent hasis, dollars in thousands) Change Volume Rate Change Volume Rate Cash and due from banks 180,227 174,801 174,916
Interest Income Other assets 459,941 417,006 361,836
Money market investments $ ®149 § (128) § (686) $ (2400 § (655 § 415 Total assets $8,864,474 $8,451,073 $7,785,348
Investment securities 2,347 12,115 (9,768) 3,199 2,359) 5,558 - -
Loans (8,419) 16,354 (24,773) 71,219 56,605 14,614 Interest-Bearing Liabilities
Total interest income (6,886) 28,341 (35,227) 74,178 53,591 20,587 NOW deposits $ 930,120 $ 14,712 1.58% $ 820,067 $ 13,135 1.60% $ 805,371 $ 10,700 1.33%
Savings deposits 409,220 7,839 1.92 479,314 12,086  2.52 484,645 11,211 231
Interest E""B”S.e Money market deposits 778,366 25864  3.32 712,215 34,735  4.88 712,401 27,458 3.85
NOW deposits 1,577 1,752 (175) 2,435 215 2,220 Time deposits 3,706,416 205,199  5.54 3,542,215 207,656  5.86 3,099,269 163,341 5.27
Savings deposits (4,247) (1,555) (2,692) 875 (128) 1,003 Total interest-bearing
%ﬁ‘:ﬁ?g‘;ﬁt deposits gi?% ;Z;; Sig?‘g 447}?; oy 5(? 1;’22(5) deposits 5,824,122 253,614 435 5,553,811 267,612 4.82 5,101,686 212,710  4.17
Short—tefm borrowings (18,984) (4’23 ) (14’753) 13’896 6’836 7’060 Short-term borrowings 622,141 23,462 3.77 708,840 42,446  5.99 583,209 28,550  4.90
Other borrowings & 2’986 9,163 (6’177) 15’035 6’540 8,495 Other borrowings 1,023,271 61,332 5.99 878,262 58,346  6.64 771,552 43311  5.61
Total interest expense (29,996) 17,201 (47,197) 83,833 38,110 45,723 Total interest-bearing
Net interest income $23.110 S11.140 $11.970 $9.655) $15.481  $(5.136) liabilities 7,469,534 $338408  4.53% 7,140,913  $368,404 5.16% 6,456,447  $284,571 4.41%
’ ’ : . . . Noninterest-Bearing Liabilities
The variance not solely due to rate or volume is allocated equally between the rate and volume variances. Demand deposits 664,347 636’636 613’366
Other liabilities 86,499 88,933 100,114
Shareholders’ equity 644,094 584,591 615,421
Total liabilities and
shareholders’ equity $8,864,474 $8,451,073 $7,785,348

Interest Margin Recap
Interest income/average

earning assets $651,028  7.84% $657,914  8.30% $583,736  7.98%
Interest expense/average
earning assets 338,408 4.07 368,404  4.65 284,571 3.89
Net interest income
and margin $312,620 3.77% $289,510  3.65% $299,165 4.09%

(1) Includes Government agency mortgage-backed securities.
(2) Includes principal balances of nonaccrual loans. Interest income relating to nonaccrual loans is included only if received.
Loan fees included above were $12.0 million in 2001, $10.5 million in 2000 and $11.3 million in 1999.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION (conTiNuED)

Market Risk Management

Inherent in Old National’s balance sheet is the risk that interest
rates on its assets and liabilities will not move in the same direc-
tion or at the same pace as market interest rates fluctuate, also
known as interest rate risk. This exposure is Old National’s largest
market risk. Other market exposures, such as foreign exchange
rates and commodity or equity prices, are not significant.

The goal of interest rate risk management at Old National is
to minimize the impact market interest rate fluctuations have
on net interest income. Old National’s Funds Management
Committee and the Balance Sheet Management Committee,
comprised of directors and senior executive managers, establish
interest rate risk guidelines and monitor risk positions.

Old National uses net interest income simulation and market
value of equity models to evaluate the likely impact of interest
rate fluctuations. Net interest income simulation quantifies the
possible impact of potential interest rate changes on net interest
income. While Old National simulates many different interest
rate scenarios, it has established guidelines for the acceptable
impact of immediate yield curve shocks up and down 200 basis
points measured over 24 months. Market value of equity
modeling simulates the possible changes in the net present value
of assets less liabilities (equity) in the event of significant interest
rate changes. Such modeling estimates the impact of interest rate
changes over a longer time horizon.

Key model assumptions for both methodologies include asset
prepayment speeds, especially mortgage loans and mortgage-
related securities; changes in market conditions, loan volumes, and
pricing; deposit sensitivity; and customer preferences. Due to the
inherent assumption uncertainty, the models cannot precisely esti-
mate net interest income or the impact of interest rate changes.
Actual results will differ from the simulated results due to timing,
magnitude and frequency of interest rate changes, changes in
market conditions, and management strategies, among other
factors. As of December 31, 2001, Old National’s interest rate
sensitivity in a down 200 basis point yield curve shock was outside
its guideline of +5.00%. The Funds Management Committee and
the Balance Sheet Management Committee believe that this is
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acceptable due to the current, unusually low interest rate environ-
ment. The following table shows Old National’s estimated interest
rate sensitivity profile at December 31, 2001.

YIELD CURVE SHOCK
Cumulative 24-Month

Change In Estimated Impact On Change In Market

Interest Rates Net Interest Income Value Of Equity

(basis points) Guideline Actual Guideline Actual
+200 +5.00%  (1.00)% +12.00%  (4.70)%
-200 +5.00 (8.50) +12.00 (7.35)

During the third quarter of 2000, Old National sold $600 million of
seasoned, fixed-rate residential mortgage loans and securities as part
of a balance sheet restructuring to improve its interest rate risk and
liquidity positions. This resulted in a pre-tax loss of $18.3 million.
On an ongoing basis, Old National sells much of the long-term,
fixed-rate residential loans which conform to Federal Home Loan
Mortgage Corporation or Federal National Mortgage Association
guidelines in order to reduce interest rate fluctuation exposure.

Liquidity Management

The Funds Management and Balance Sheet Management
Committees establish liquidity risk guidelines and monitor risk.
The objective of liquidity risk management is to ensure that
Old National can meet its cash flow needs in all business envi-
ronments. Core deposits, selling, securitizing, or pledging avail-
able assets, and funding from the wholesale capital markets
provide the necessary liquidity.

The parent company’s sources of liquidity include: unaffiliated
bank lines of credit, capital markets, and affiliate dividends which
may be subject to regulatory limits and in some cases require
regulatory approval. Notes 10 and 13 of the consolidated finan-
cial statements address this further. At year-end 2001 the parent
company had $25 million in available lines of credit from an
unaffiliated bank. It has the capacity to issue up to $85.7 million
of a $150 million medium term note program and $150 million
of trust preferred securities available for future liquidity needs.

The following table shows the senior debt ratings for the parent
company and the bank as of December 31, 2001.

Fitch IBCA, Inc. Standard and Poor’s Moody’s Investment Services
Short-term Long-term Short-term Long-term Short-term Long-term
Old National Bancorp N/A A- N/A BBB+ N/A Baal
Old National Bank F1 A- A2 A3 P2 A-

N/A = not applicable

Noninterest Income

Besides net interest income, Old National generates additional
revenue, noninterest income, through fees and sales commissions
from its core banking franchise and other related businesses,
such as trust, investment products and insurance. This source

of revenue has grown as a percentage of total revenue, excluding
securities transactions, from 21.2% in 1999 to 25.7% in 2001.
Noninterest income, excluding securities transactions, grew
6.3% in 2001 compared to 26.5% in 2000.
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Trust fee income declined 8.4% in 2001 after a 3.9% increase
in 2000. The weak 2000 equity market continued through 2001
and negatively impacted trust fees. Service charges on deposit
accounts rose 17.9% in 2001 compared to 37.2% in 2000. The
introduction of Worry Free Checking in late 1999 produced
higher levels of collectible overdraft fees in both years. During
2000, Old National began selling a significant portion of its
mortgage loan production. As a result, mortgage banking
revenue rose significantly and benefited from declining interest
rates in 2001. Insurance sales grew 15.6% in 2001 after a

73.9% increase in 2000. Agencies purchased in December 1999
and November 2000 contributed considerably to the insurance
revenue growth. Investment and brokerage fees decreased 4.3%
in 2001 due to weaker investment markets after 11.0% growth in
2000. Bank-owned life insurance revenue, representing income
on officers’ life insurance coverage, rose 23.0% in 2001 following
2.1% growth in 2000 as the return on the insurance contracts

improved. The remaining other income categories declined

$7.7 million in 2001 after a $4.8 million increase in 2000. This
revenue fluctuation was primarily due to the gain on credit card

portfolio and merchant processing sold during 2000.

NONINTEREST INCOME (TABLE 4)

In 2001 Old National realized net securities gains of $4.8 million
as interest rates fell and debt security values rose during the year.
As part of its ongoing balance sheet and interest rate risk manage-
ment process, certain investments were sold with the proceeds
reinvested or used to reduce borrowings. In 1999 realized net
securities gains totaled $2.6 million as management restructured
the investment portfolio and used these one-time gains to
partially offset the one-time charter consolidation expenses.

Table 4 below presents changes in the components of noninterest
income for the years 1999 through 2001.

% Change From

Prior Year

(dollars in thousands) 2001 2000 1999 2001 2000
Trust fees $ 20,681 $ 22,566 $21,722 B.4)% 3.9%
Service charges on deposit accounts 40,478 34,337 25,022 17.9 37.2
Mortgage banking revenue 9,893 2,588 1,956 2823 323
Loan fees 1,126 2,536 4,674 (55.6) (45.8)
Insurance premiums and commissions 13,296 11,502 6,615 15.6 73.9
Investment product fees 6,319 7,125 6,416 4.3) 11.0
Bank-owned life insurance 5,349 4,350 4,260 23.0 2.1
Other income 10,555 16,828 9,848 (37.3) 70.9

Subtotal 108,197 101,832 80,513 6.3 26.5
Net securities gains (losses) 4,770 (119) 2,637 N/M (104.5)

Total noninterest income $112,967 $101,713 $83,150 11.1% 22.3%
Noninterest income to total revenue” 25.7% 26.0% 21.2%

(1) Excludes securities gains (losses) and uses tax equivalent revenue
N/M = not meaningful

Noninterest Expense

Old National strives to improve its efficiency through mergers,
consolidation, cost control efforts, and technology advance-
ments while still providing quality customer service. One key
ratio used to evaluate performance is the efficiency ratio, with
lower percentages representing positive trends. Old National’s
efficiency ratio using operating earnings (noninterest expense
divided by net interest income, tax equivalized, plus nonin-
terest income) was 57.59% in 2001, 58.29% in 2000, and
58.56% in 1999.

Salaries and benefits, which comprised approximately 50% of
total noninterest expense, grew 6.1% in 2001 and 0.6% in 2000.
Direct compensation rose 2.2% in 2001 and 3.2% in 2000.
Salary incentives tied to financial results rose $0.9 million in
2001 after declining $4.0 million in 2000. Employee health
insurance expense increased $3.3 million in 2001 as Old National
experienced higher claims and costs. Occupancy rose 9.9% in
2001 and 6.0% in 2000 reflecting the impact of the Permanent
acquisition and new branches opened in certain markets.
Equipment expense declined 6.7% in 2001 after a 1.7% increase
in 2000 as 2000 and 1999 had higher expenditures related to
consolidation and Y2K. Marketing expense experienced minimal
fluctuations during these periods. FDIC insurance premiums
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changed minimally in 2001 after an increase in 2000 due to
general rate increases. Processing expense changed minimally in
2001 after a 6.1% decrease in 2000 reflecting lower expense
following the credit card portfolio sale. Communications and
transportation expense increased 6.6% in 2001 and 9.5% in
2000. Higher courier, telephone, and dataline charges resulted
from general increases, new branches, and the consolidation
process. Professional fees rose 58.9% in 2001 due to one-time
consulting expenses, especially to implement the new Privacy
Act, and higher levels of legal expenses. Following consolidation
consulting expenses in 1999, professional fees declined 46.7% in
2000. Goodwill amortization grew in 2001 and 2000 due to the
Permanent and insurance agency acquisitions. Other expense
increased 11.2% in 2001 or $3.0 million as a rate-driven, refi-
nancing surge increased loan related expenses and higher losses
were incurred related to deposit accounts and operations. In
2000 other expense rose 17.4% as losses on deposit accounts
increased $2.0 million primarily due to a full year of Worry Free
checking. Higher deposit service charge income exceeded these
additional losses.

Table 5 on the next page presents changes in the components of
noninterest expense for the years 1999 through 2001.
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NONINTEREST EXPENSE (TABLE 5)

% Change From

Prior Year

(dollars in thousands) 2001 2000 1999 2001 2000
Salaries and employee benefits $138,210 $130,236 $129,419 6.1% 0.6%
Occupancy 15,599 14,198 13,396 9.9 6.0
Equipment 16,206 17,378 17,081 6.7) 1.7
Marketing 8,109 7,958 8,056 1.9 (1.2)
FDIC insurance premiums 1,222 1,255 928 2.6) 35.2
Processing 10,757 10,698 11,391 0.6 6.1)
Communications and transportation 10,907 10,236 9,346 6.6 9.5
Professional fees 7,415 4,666 8,761 58.9 46.7)
Intangible amortization 6,810 4,546 2,645 49.8 71.9
Other expense 29,874 26,863 22,874 11.2 17.4

Subtotal 245,109 228,034 223,897 7.5 1.8
Merger and restructuring costs 9,703 37,503 — N/M N/M

‘Total noninterest expense $254,812 $265,537 $223,897 (4.0)% 18.6%

N/M = Not meaningful

Provision For Income Taxes

Old National records a provision for income taxes currently
payable and for income taxes payable in the future which arise
due to timing differences in the recognition of certain items for
financial statement and income tax purposes. The major differ-
ence between the effective tax rate applied to Old National’s
financial statement income and the federal statutory rate is
caused by interest on tax-exempt securities and loans. Old
National’s effective tax rate was 22.9% in 2001, 19.1% in 2000,
and 25.8% in 1999. In 2001 tax-exempt income constituted a

lower percentage of income, raising the effective tax rate slightly.

INTERIM FINANCIAL DATA (TABLE 6)

In 2000 the lower levels of overall income due to restructuring
charges combined with higher tax-exempt income lowered the
effective tax rate. See Note 7 to the consolidated financial
statements for additional details on Old National’s income

tax provision.

Interim Financial Data

Table 6 below provides a detailed summary of quarterly results
of operations for the years ended December 31, 2001 and 2000.
These results contain all normal and recurring adjustments
necessary for a fair and consistent presentation.

Quarter Ended 2001

Quarter Ended 2000

(unaudited, dollars and shares December September June March December September June March
in thousands, except per share data) 31 30 30 31 31 30 30 31
Interest income $147,172 $155,740 $161,479 $165,316 $168,220 $166,407 $154,889 $148,759
Interest expense 72,718 82,315 87,881 95,494 101,235 98,686 87,392 81,091
Net interest income 74,454 73,425 73,598 69,822 66,985 67,721 67,497 67,668
Provision for loan losses 11,300 7,400 6,000 4,000 12,965 4,968 4,437 7,433
Noninterest income 31,114 27,326 29,266 25,261 26,549 25,589 26,124 23,451
Noninterest expense 62,400 58,639 71,835 61,938 62,445 73,159 56,113 73,820
Income before income taxes 31,868 34,712 25,029 29,145 18,124 15,183 33,071 9,866
Income taxes 7,141 8,578 4,946 7,045 2,500 1,960 9,214 874
Net income $ 24,727 $ 26,134 $ 20,083 $ 22,100 $ 15,624 $ 13,223 $ 23857 $ 8,992
Net income per share:
Basic $0.40 $0.42 $0.32 $0.35 $0.25 $0.21 $0.38 $0.14
Diluted 0.40 0.42 0.32 0.35 0.25 0.21 0.38 0.14
Weighted average shares:
Basic 61,328 61,729 62,564 62,950 63,605 63,424 61,336 62,026
Diluted 61,412 61,819 62,655 63,053 63,727 63,597 61,998 63,486
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FINANCIAL CONDITION

Overview

Total assets reached $9.1 billion at December 31, 2001, 3.6%
higher than the prior year-end. Investments rose $436.8 million
while loans declined $215.5 million. Total liabilities grew
$299.8 million over 2000.

Investment Securities

Investment securities increased 24.1% over 2000 as loan growth
slowed during the year and securities became a short-term alter-
native source of earning assets. As a result, investments reached
24.8% of total assets at December 31, 2001, up from 20.7% at
December 2000.

While it does not actively trade its investment securities, Old
National has classified all securities as available-for-sale to maxi-
mize flexibility to adapt to interest rate changes. The principal
and interest payments along with the ability to pledge or liqui-
date, if necessary, available-for-sale securities provide funding to
help meet unforeseen liquidity needs. The entire portfolio has an
effective duration of 3.35 years.

MATURITY DISTRIBUTION OF INVESTMENT SECURITIES

At December 31, 2001, Old National held investment securities
issued by certain states and their political subdivisions

with the following aggregate market value: $118.1 million by
Indiana and $111.9 million by Illinois. There were no other
concentrations of investment securities issued by an individual
state and its political subdivisions that were greater than 10%
of shareholders’ equity.

Average yields on the investment securities portfolio are
calculated on a tax equivalent basis. Yields are based on the
amortized cost and are weighted for the scheduled maturity of
each investment. At year-end, average yields for the entire
portfolio were 6.20% in 2001, 7.13% in 2000, and 6.97% in
1999. In 2001 the yield decline reflected both the lower rate
environment and the new portfolio growth. The yield rose in
2000 due to the mix of securities within the portfolio. As part
of the 2000 third quarter restructuring, Old National sold
$300 million of long-duration, low-yielding mortgage-backed
securities and replaced them with shorter-duration, but higher-
yielding agency securities.

Table 7 below presents the maturity distribution of the invest-
ment portfolio, along with weighted average yields thereon.

(TABLE 7)

December 31, 2001

December 31,

Within 1-5 5-10 Beyond

(dollars in thousands) 1 Year Years Years 10 Years Total 2000 1999
Fair Value
U.S. Treasury $ — $ 5300 $ — — $ 5,300 $ 5307 $ 39,266
U.S. Government agencies

and corporations 207,110 307,698 73,835 210 588,853 629,822 352,087
Mortgage-backed securities 186,635 661,722 89,706 645 938,708 481,354 801,051
States and political subdivisions 43,478 165,848 210,844 174,387 594,557 546,044 549,180
Other securities 3,690 30,677 471 86,129 120,967 149,036 79,854

Total $440,913 $1,171,245  $374,856  $261,371 $2,248,385 $1,811,563 $1,821,438
Amortized Cost
U.S. Treasury $ — $ 5177 — — $ 5177 $ 5270 § 39,830
U.S. Government agencies

and corporations 204,284 307,102 74,669 210 586,265 629,216 363,901
Mortgage-backed securities 183,836 653,674 88,756 619 926,885 486,685 833,148
States and political subdivisions 42,925 161,076 206,794 174,305 585,100 538,295 553,253
Other securities 3,534 29,538 459 85,324 118,855 149,038 80,038

Total $434,579 $1,156,567  $370,678  $260,458 $2,222,282 $1,808,504 $1,870,170
Weighted average yield, based

on amortized cost (tax

equivalent basis) 5.62% 6.00% 6.67% 7.41% 6.20% 7.13% 6.97%

Lending And Loan Administration

The key to Old National’s success has long been its credit culture
that features decision-making near the customer with corporate
oversight. Community loan personnel have the authority to
extend credit under guidelines established and administered by
Old National’s Credit Policy Committee. This committee, which
meets quarterly, includes members from both the holding

‘//)11

company and community bank. The committee monitors credit
quality through its review of information such as delinquencies,
problem loans, and charge-offs. The committee regularly reviews
the loan policy to assure it remains appropriate for the current
lending environment. Executive and credit committees at the
local level provide additional knowledge, judgment, and
experience to Old National’s lending administration.
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Old National maintains an independent corporate loan review
program. Its loan review system evaluates loan administration,
credit quality, compliance with corporate loan standards, and the
adequacy of the allowance for loan losses. This program includes
periodic on-site visits as well as regular off-site reviews of
problem loan reports, delinquencies, and charge-offs.

Old National lends to commercial customers in various indus-
tries including manufacturing, agribusiness, transportation,
mining, wholesaling, and retailing. Old National’s policy is to
concentrate its lending activity in the geographic market areas

it serves, primarily Indiana, Illinois, Kentucky, Tennessee, and
Ohio. Old National’s only concentration of loans in any single
industry exceeding 10% of its portfolio is real estate rental and
leasing which comprise 12% of total loans. The portfolio does
not contain any loans to finance highly leveraged buyout transac-
tions or loans to foreign countries.

Loans, net of unearned income, decreased 3.4% after 11.1% loan
growth in 2000 as the economy slowed and entered a recession.

originations being sold, residential real estate loan balances
should continue to decrease in dollars and as a percentage of
the portfolio.

Old National’s commercial lending is primarily to small- to
medium-sized businesses in various industries in its region.
Commercial real estate loans are generally made to similar
companies in Old National’s geographical area. These industries
have been stable in Old National’s market area and provide
opportunities for growth. A significant percentage of commercial
loans are due within one year, reflecting the short-term nature
of a large portion of these loans. Table 8 below presents the
maturity distribution and rate sensitivity of commercial loans and
an analysis of these loans that have predetermined and floating
interest rates.

DISTRIBUTION OF LOAN MATURITIES
AT DECEMBER 31, 2001 (TABLE 8)

Within 1-5 Beyond
(dollars in thousands) 1 Year Years 5 years Total

The adequacy of the allowance for loan losses is evaluated on a
quarterly basis. This evaluation is based on reviews of specific
loans, changes in the loan type and volume of the portfolios
given current and anticipated economic conditions, and historical
loss experience. Loans are charged off when they are deemed
uncollectible.

Charge-offs, net of recoveries, totaled $28.3 million in 2001,
$23.9 million in 2000 and, $9.5 million in 1999. In 2001 and
2000 net charge-off growth was concentrated primarily in
commercial loans reflecting the slowdown of the economy and
deterioration in collateral values. Net charge-offs to average
loans ranged from 0.17% to 0.45% for the last five years.

provision levels are determined using historical loss factors. For
non-homogeneous loans, management allocates specific losses
to loans in the highest risk categories with provisions for the
remainder of the portfolio using formulas based in part upon
historical loss factors. In addition, provisions reflect other risks
affecting the loan portfolio, such as economic conditions in the
geographic area, specific industry financial conditions, and expe-
rience of lending staff. The provision for loan losses in 2001
totaled $28.7 million, $29.8 million in 2000, including a $3.8
million provision related to mergers, and $14.8 million in 1999.
The higher provision levels in 2001 and 2000 reflected the
impact of the economic deterioration on the loan portfolio and

Old National makes monthly provisions at levels deemed neces-
sary to provide assurance that the allowance for loan losses is
sufficient to absorb probable losses in the loan portfolio. For
homogeneous loans, such as residential mortgage and consumer,

ALLOWANCE FOR LOAN LOSSES (TABLE 10)

higher charge-off levels.

Table 10 below summarizes activity in the allowance for loan
losses for the years 1997 through 2001, along with an allocation
of the year-end balances and related statistics for the allowance

and net charge-offs.

Commercial loans led the loan growth in 2001 with an 8.5% Interest rates: (dollars in thousands) 2001 2000 1999 1998 1997
increase after achieving 20.0% growth in 2000. Commercial real Predetermined  $215,649 $346,898 $209,605 $§ 772,152 Analysis
estate activity slowed more §1gn1ﬁcaqtly with 2.1 /o grt?wth in Floating 634,951 243,627 92,207 970,785 Balance, January 1 $73,833 $65,685 $59,371 $55,567 $49,580
2001 compared to a 38.6% increase in 2000. Residential real Total $850,600 $590,525 $301,812 $1,742,937 Loans charged off
estate loans continued to decline in 2001 with a 21.9% decrease Commercial 25292 19561 6.977 4938 3.825
after a 12.0% decline in 2000. Starting in 2000, Old National The sieni . . . . . . ? ’ ’ ’ ’
. .. . e significance of residential real estate loans, primarily 1-4 Commercial and residential real estate 1,399 1,500 1,524 1,312 736

sold most of its fixed-rate loans originated and in 2000 sold fami . . . . )

11 . amily properties, to the loan portfolio has declined since 1998. Consumer credit 9,461 8,284 8,358 8,772 9,523
$250.1 million of mortgage loans as part of its balance sheet Higher levels of loan sales in 2001 and 2000 contributed to this Total ch: £
restructuring. The lower rate environment in 2001 further - S . otal charge-ofts 36,152 29,345 16,859 15,022 14,084

. L - trend. Old National’s portfolio includes both adjustable-rate and -
contributed to the residential loan decrease by raising loan refi- fixed-rate loans Recoveries on charged-off loans:
nancing activity, much of which Old National sold. Consumer ’ Commercial 5,013 2,402 2,975 1,374 1,652
credit loans rose 2.3% in 2001 and 12.9% in 2000. Excluding Consumer loans include automobile loans, personal and home Commercial and residential real estate 165 510 443 376 1,209
residential mortgage loans due to the strategic change in 2000, equity loans and lines of credit, and student loans. Old National Consumer credit 2,682 2,546 3,957 2,089 1,945
total loans increased 4.4% in 2001 and 25.0% in 2000. sold the bulk of its credit card loans in 2000. Total recoveries 7,860 5,458 7,375 3,839 4,806
The portfolio is well diversified with 28.4% of the portfolio in In the past four years, commercial loans increased an average of Nc?t‘charge-offs 28,292 23,887 9,484 11,183 9,278
commercial loans, 30.1% in commercial real estate, 24.1% in 13.7% per year while commercial real estate grew 18.2%. Prov1§1on chargeq to expense 28,700 29,803 14,798 14,987 15,265
residential real estate, and 17.4% in consumer credit. Over the Consumer loans rose 6.9% while residential real estate loans Acquired by acquisition — 2,232 1,000 _ —
past five years, COI.nmercial and Commerc%al real. estate loans have  declined 3.9% over the same period. Table 9 below presents the Balance, December 31 $74,241 $73,833 $65,685 $59,371 $55,567
grown faster relative to the other categories. With much of the  composition of the loan portfolio for each of the last five years. Average loans for the year $6,280,995  $6,087,869  $5425,148  $4,744,091  $4,318,362
Allowance/year-end loans 1.21% 1.16% 1.15% 1.17% 1.23%
LOAN PORTFOLIO AT YEAR-END (TABLE 9) — Allowance/average loans 1.18 1.21 1.21 1.25 1.29
our-Year

(dollars in thausands) 2001 2000 1999 1998 1997 Growth Rate Net charge-offs/average loans 043 0.39 0-17 0.24 021

. o Allocation At December 31
Commerqal $1,742,937 $1,606,509  $1,338,255 $1,181,678 $1,042,656 13.7% Commercial $30.528 $30372 $28.386 $26277 $26211
Commercial real estate 1,848,945 1,810,805 1,306,312 1,100,825 946,299 18.2 . . .

. . Commercial and residential real estate 36,563 32,578 26,474 15,513 15,210
Residential real estate 1,477,180 1,890,872 2,148,974 1,986,195 1,735,557 3.9 C dit 7150 10,883 10.825 17.581 14.146
Consumer credit 1,064,109 1,042,629 926,345 801,036 816,082 6.9 onsumer crecu J ’ ’ J J

Subtotal 6,133,171 6,350,815 5719886 5,069,734 4,540,594 7.8% Totl $74,241 $73,833 $65,685 $59,371 $55,567
Less: Unearned income 317 2,502 5,198 11,274 14,073 Assets determined by the various evaluation processes to be month, problem loan reports are prepared and reviewed at
Total loans 6,132,854 6,348,313 5,714,688 5,058,460 4,526,521 under-performing receive special attention by Old National both the bank and holding company levels. These reports
Less: Allowance for loan losses 74,241 73,833 65,685 59,371 55,567 management. Under-performing assets consist of: 1) nonaccrual include loans that show indications of being unable to meet
Net loans $6.058.613 $6.274.480 $5.649.003 $4.999.089 $4.470.954 loans where the ultimate collectibility of interest is uncertain; 2) debt obligations in the normal course of business, carry other
= i = - 7 loans which have been renegotiated to provide for a reduction or  characteristics deemed by bank management to warrant special
Composition 0f Loan Portfolio By Type deferral of interest or principal because the borrower’s financial attention, or have been criticized by regulators in the examina-
Commercial 28.4% 253% 23.4% 23.4% 23.0% condition deteriorated; 3) loans with principal or interest past tion process. Besides the loans classified as under-performing,
Commerecial real estate 30.1 28.5 22.9 21.8 20.9 due ninety (90) days or more; and 4) foreclosed properties. Each  management closely monitors loans totaling $359.8 million at
Residential real estate 24.1 29.8 37.6 39.3 38.3
Consumer credit 17.4 16.4 16.1 15.5 17.8
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December 31, 2001, for the borrowers’ ability to comply with
present repayment terms. For these loans the existing condi-
tions do not warrant either a partial charge-off or classifica-
tion as nonaccrual. Management believes it has taken a
conservative approach in its evaluation of under-performing
credits and the loan portfolio in general, both in acknowl-
edging the portfolio’s general condition and in establishing
the allowance for loan losses.

Interest income of approximately $9.0 million in 2001 and

$5.7 million in 2000 would have been recorded on nonaccrual
and restructured loans if such loans had been accruing interest
throughout the year in accordance with their original terms.
The amount of interest income actually recorded on nonaccrual
and restructured loans was $4.5 million in 2001 and $2.7 million
in 2000.

UNDER-PERFORMING ASSETS (TABLE 11)

Under-performing assets as of year-end totaled $85.5 million in
2001 and $33.1 million in 2000. As a percent of total loans and
foreclosed properties, under-performing assets at December 31
ranged between 0.50% and 1.39% over the last five years. In
2001 under-performing assets rose in most categories reflecting
the weakening economy. The most significant change was the
$25.7 million rise in renegotiated loans. This increase is concen-
trated in two borrowers whose loan payment schedules were
modified to reduce their cashflow requirements while obtaining
additional collateral and/or guarantees and shortening the loan
term. At December 31, 2001, the allowance for loan losses to
under-performing assets ratio stood at 87% compared to 223%
in 2000 and 229% in 1999. The increase in renegotiated loans
was the major factor in this ratio’s trend in 2001.

Table 11 below presents the components of under-performing
assets as of December 31 for the last five years.

Table 13 below presents a maturity distribution for certificates of deposit with denominations of $100,000 or more.

CERTIFICATES OF DEPOSIT, $100,000 AND OVER (TABLE 13)

Maturity Distribution

Year-End 1-90 91-180 181-365 Beyond
(dollars in thousands) Balance Days Days Days 1 Year
2001 $984,632 $443,084 $256,004 $78,771 $206,773
2000 845,637 431,275 253,691 76,107 84,564
1999 524,511 248,264 111,960 97,515 66,772

Borrowings

Other short-term sources of funds include overnight borrowings
from other financial institutions, securities sold under agree-
ments to repurchase which generally mature within 30 days, and
borrowings under U.S. Treasury demand notes. Collectively, the
average short-term borrowings declined $86.7 million in 2001
due to deposit and other borrowings growth after increasing
$125.6 million in 2000.

SHORT-TERM BORROWINGS (TABLE 14)

(dollars in thousands)

Other
Funds  Repurchase Short-term
Purchased  Agreements  Borrowings

2001

Outstanding at year-end

Average amount
outstanding

Maximum amount

$119,700 $434,086 $131,526

226,561 325,373 70,207

(dollars in thousands) 2001 2000 1999 1998 1997 cher borrowings generally provide longer term funding and outstanding at any
Nonaccrual loans $37,894 $22,690 $19,286 $19,074 $12,626 include debt from the Federal Home Loan Bank (“FHLB”), month-end 468.799 434.086 184.453
Renegotiated loans 25,871 227 450 458 920 medium term notes, convertible/nonconvertible subordinated Weighted average ' ’ '
Pag due loapsl (90 days or more): 5024 ) 260 1797 s |77 debentures, and trust preferred securities, if not listed separately. in%erest rate. )
ommercia d , , , , . 0 0 9
Commercial and residential real estate 2,946 2,795 2,462 5,802 3,077 In 1997 Old National registered a $150 million medium term E“Crlm% year BT
Consumer 1,610 1,524 947 1,388 1,288 note program and issued $10 million in 1998 and $54.3 million nd of year LG Lo ol
Total past due loans 12,580 6,588 5,206 8,303 6,152 in 1997. These bqrrowmgs, combined with prior issuances, 2000 '
Foreclosed properties 9,204 3.616 3.700 3,184 3,987 totaled $82.3 .rn111.10n at December 31, 2091 and hayf: aweighted  Outstanding at year-end ~ $248,844 $239,064 $ 71,915
- average effective interest rate of 6.81% with maturities between Average amount
"Total under-performing assets $85,549 $33,121 $28,642 $31,019 $23,685 2002 and 2007. outstanding 355,140 268,505 85,195
Under-performing assets/total loans and oo . Maximum amount
foreclosed properties 1.39% 0.52% 0.50% 0.61% 0.52% Holders .of.Old Nat{onal s 8% convertible Qel.)ent‘ures converted outstanding at any
Allowance for loan losses/under-performing assets 86.78 222.92 229.33 191.40 234.61 the remaining principal amount of $_12'8 million n 2009 and month-end 568,998 288,347 233,197
$9.3 million in 1999. These conversions resulted in the issuance Weighted average

Deposits And Other Funding

Customer deposits include noninterest-bearing demand, regular
savings and NOW accounts, money market accounts, and time
deposits. Average deposits increased 4.8% in 2001 compared to
8.3% in 2000. During these years, all categories, except savings,
experienced deposit growth. Other time deposits increased 4.6%

FUNDING SOURCES - AVERAGE BALANCES (TABLE 12)

in 2001 and 14.3% in 2000 and included brokered certificates
of deposit of $641.5 million in 2001, $829.4 million in 2000,
and $489.2 million in 1999.

Table 12 below presents changes in the average balances of all
funding sources for the years 1999 through 2001.

% Change From

Prior Year

(dollars in thousands) 2001 2000 1999 2001 2000
Demand deposits $ 664,347 $ 636,636 $ 613,366 4.4% 3.8%
NOW deposits 930,120 820,067 805,371 13.4 1.8
Savings deposits 409,220 479,314 484,645 (14.6) (1.1)
Money market deposits 778,366 712,215 712,401 9.3 —
Time deposits 3,706,416 3,542,215 3,099,269 4.6 14.3

Total deposits 6,488,469 6,190,447 5,715,052 4.8 8.3
Short-term borrowings 622,141 708,840 583,209 (12.2) 21.5
Other borrowings 1,023,271 878,262 771,552 16.5 13.8

"Total funding sources $8,133,881 $7,777,549 $7,069,813 4.6% 10.0%
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of common stock shares totaling 1,086,000 in 2000 and 786,000
in 1999 with a corresponding increase in shareholders’ equity.

In October 2001, Old National issued through its bank subsidiary
6.75% fixed-rate subordinated bank notes totaling $150 million
and maturing in 2011. The notes qualify as Tier 2 capital for
regulatory purposes. This senior and subordinated global bank
note program has remaining funding capacity of $850 million.

In March 2000, Old National issued through a subsidiary
$50.0 million trust preferred securities that mature in 2030 and
have a 9.50% annual distribution rate. These securities may be
redeemed on or after March 15, 2005, and qualify as Tier 1
capital for regulatory purposes. This shelf registration has
remaining funding capacity of $150 million.

Table 14 presents the distribution of Old National’s short-term
borrowings and related weighted average interest rates for each
of the last three years.

» 25

interest rate:
During year
End of year

6.47% 5.26% 6.30%
6.49 5.18 6.46

1999
Outstanding at year-end
Average amount
outstanding
Maximum amount
outstanding at any
month-end
Weighted average
interest rate:
During year
End of year

$379,611 $234,088 $ 65,760

172,227 302,137 108,845

379,611 355,961 234,447

5.21% 4.65% 5.08%
4.90 5.62 4.36
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Capital Resources

Shareholders’ equity totaled $639.2 million or 7.0% of total
assets at December 31, 2001, and $626.3 million or 7.1% of total
assets at year-end 2000. Old National paid $0.65 cash dividends
per share in 2001 which totaled $40.1 million (restated for the
5% stock dividend paid in January 2002).

Treasury shares were repurchased to provide shares for reissuance
under Old National’s dividend reinvestment and stock purchase
plan and for stock dividends. Treasury shares repurchased
reduced shareholders’ equity by $54.7 million in 2001 and
$131.9 million in 2000. Shares reissued pursuant to the above
programs and in connection with conversions of Old National’s
subordinated debentures added to shareholders’ equity

$2.1 million in 2001 and $28.2 million in 2000. Stock issued

for purchase transactions, such as the Permanent acquisition

and insurance agencies, totaled $90.8 million in 2000.

The accumulated other comprehensive income component
of equity is primarily comprised of unrealized net securities

gains (losses), net of tax. In late 2000 rates fell and generated a
positive or gain of $2.0 million by December 31, 2000. As rates
continued to fall in 2001, the accumulated other comprehensive
income reached $14.5 million.

Old National and the banking industry are subject to various
regulatory capital requirements administered by the federal
banking agencies. Failure to meet minimum capital requirements
can elicit certain mandatory actions by regulators that, if under-
taken, could have a direct material effect on Old National’s
financial statements. Capital adequacy in the banking industry is
evaluated primarily by the use of ratios that measure capital
against assets and certain off-balance-sheet items. Certain ratios
weight these assets based on risk characteristics according to
regulatory accounting practices. At December 31, 2001, Old
National and its bank subsidiary exceeded the regulatory mini-
mums and met the regulatory definition of well-capitalized.
Capital ratios for Old National and its significant bank subsidiary
and the regulatory guidelines are presented in Table 15 below.

CAPITAL STRUCTURE AND REGULATORY GUIDELINES (TABLE 15)
December 31, Regulatory Guidelines
(dollars in thousands) 2001 2000 1999 Minimum Well-Capitalized
OLD NATIONAL BANCORP
Tier 1 Capital
Shareholders’ equity® $624,703 $624,387 $614,316
Plus: guaranteed preferred beneficial interests in
subordinated debentures 50,000 50,000 —

Less: intangibles (88,066) (93,337) (33,531)

Tier 1 capital 586,637 581,050 580,785
Tier 2 Capital
Subordinated debt 150,000 — 12,782
Qualifying allowance for loan losses 74,241 73,833 65,255

Total capital $810,878 $654,883 $658,822
Risk adjusted assets $6,320,415 $6,291,155 $5,457,624
Tier 1 capital to risk-adjusted assets 9.28% 9.24% 10.64% 4.00% N/A
Total capital to risk-adjusted assets 12.83 10.41 12.07 8.00 N/A
Tier 1 capital to quarterly average assets (leverage ratio) 6.58 6.68 7.46 4.00 N/A
OLD NATIONAL BANK
Tier 1 Capital
Shareholders’ equity® $657,333 $679,691 $501,390
Less intangibles (81,739) (75,072) (3,801)

Tier 1 capital 575,594 604,619 497,589
Tier 2 Capital
Subordinated debt 150,000 — —
Qualifying allowance for loan losses 73,298 71,159 52,125

Total capital $798,892 $675,778 $549,714
Risk adjusted assets $6,272,139  $6,263,810  $4,322,406
Tier 1 capital to risk-adjusted assets 9.18% 9.65% 11.51%  4.00% 6.00%
Total capital to risk-adjusted assets 12.74 10.79 12.72 8.00 10.00
Tier 1 capital to quarterly average assets (leverage ratio) 6.47 6.94 7.63 3.00 5.00

(1) Excludes other comprehensive income
N/A = Not applicable

OLD NATIONAL BANCORP » 26

REPORT OF MANAGEMENT

Management’s Responsibility For The

Financial Statements

Management is responsible for the preparation of the financial
statements and related financial information appearing in this
annual report. The financial statements and notes have been
prepared in conformity with generally accepted accounting
principles and include some amounts which are estimates based
upon currently available information and management’s
judgment of current conditions and circumstances. Financial
information throughout this annual report is consistent with
that in the financial statements.

System Of Internal Accounting Controls

Management maintains a system of internal accounting controls
which is believed to provide, in all material respects, reasonable
assurance that assets are safeguarded against loss from unautho-
rized use or disposition, transactions are properly authorized
and recorded, and the financial records are reliable for preparing
financial statements and maintaining accountability for assets.

In addition, Old National has a corporate code of conduct under
which employees are to maintain high levels of ethical business
standards. All systems of internal accounting controls are based
on management’s judgment that the cost of controls should not
exceed the benefits to be achieved and that no system can
provide absolute assurance that control objectives are achieved.
Management believes Old National’s system provides the appro-
priate balance between costs of controls and the related benefits.

In order to monitor compliance with this system of controls,
Old National maintains an extensive internal audit program.
Internal audit reports are issued to appropriate officers and
significant audit exceptions, if any, are reviewed with manage-
ment and the Audit Committee of the Board of Directors.

Audit Committee 0f The Board

The Board of Directors, through an Audit Committee comprised
solely of outside directors, oversees management’s discharge of
its financial reporting responsibilities. The Audit Committee
meets regularly with the Company’s independent public account-
ants, PricewaterhouseCoopers LLP, and the managers of internal
auditing and loan review. During these meetings, the committee
has the opportunity to meet privately with the independent
public accountants as well as with internal audit and loan review
personnel to review accounting, auditing, loan, and financial
reporting matters. The appointment of the independent public
accountants is made by the Board of Directors upon the recom-
mendation of the Audit Committee.

Independent Accountants

The financial statements in this annual report have been audited
by PricewaterhouseCoopers LLP, for the purpose of deter-
mining that the financial statements are presented fairly in all
material respects. PricewaterhouseCoopers LLP’s report on the
financial statements appears on this page. Their audit included

a consideration of Old National’s system of internal accounting
controls, for the purpose of setting the scope and timing of their
auditing procedures.
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REPORT OF INDEPENDENT ACCOUNTANTS

To The Shareholders And The Board 0f Directors

0f OId National Bancorp:

In our opinion, based on our audits and the reports of other
auditors, the accompanying consolidated balance sheets and the
related consolidated statements of income, of changes in share-
holders’ equity and of cash flows present fairly, in all material
respects, the financial position of Old National Bancorp and
affiliates (the “Company”) at December 31, 2001 and 2000, and
the results of its operations and its cash flows for each of the
three years in the period ended December 31, 2001 in
conformity with accounting principles generally accepted in the
United States of America. These financial statements are the
responsibility of the Company’s management; our responsibility
is to express an opinion on these financial statements based on
our audits. The consolidated financial statements give retroactive
effect to the merger of Old National Bancorp and Heritage
Financial Services, Inc. on March 1, 2000, and the merger of Old
National Bancorp and ANB Corporation and subsidiaries on
March 10, 2000, in transactions accounted for as poolings of
interests, as described in Note 2 to the consolidated financial
statements. We did not audit the financial statements of Heritage
Financial Services, Inc. or ANB Corporation and subsidiaries,
which statements reflect net income of $2,850,723 and
$7,712,000, respectively, for the year ended December 31, 1999.
Those statements were audited by other auditors whose reports
thereon have been furnished to us, and our opinion expressed
herein, insofar as it relates to the amounts included for Heritage
Financial Services, Inc. and ANB Corporation and subsidiaries, is
based solely on the reports of the other auditors. We conducted
our audits of these statements in accordance with auditing stan-
dards generally accepted in the United States of America, which
require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosure in the
financial statements, assessing the accounting principles used and
significant estimates made by management, and evaluating the
overall financial statement presentation. We believe that our
audits and the reports of other auditors provide a reasonable
basis for our opinion.

Ol cpetidimselirgona LLP

PricewaterhouseCoopers LLP
Chicago, Illinois
January 25, 2002
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CONSOLIDATED BALANCE SHEET

December 31,

(dollars and shares in thousands) 2001 2000
Assets
Cash and due from banks $ 224,663 $ 202,600
Money market investments 71,703 13,549
Total cash and cash equivalents 296,366 216,149
Investment securities — available-for-sale, at fair value 2,248,385 1,811,563
Loans, net of unearned income 6,132,854 6,348,313
Allowance for loan losses (74,241) (73,833)
Net loans 6,058,613 6,274,480
Premises and equipment, net 120,873 131,793
Accrued interest receivable 64,705 71,490
Other assets 291,531 262,273
Total assets $9,080,473 $8,767,748
Liahilities
Deposits:
Noninterest-bearing demand $ 733,814 $ 711,413
Interest-bearing:
NOW 1,076,159 841,935
Savings 417,511 478,400
Money market 712,491 761,179
Time 3,676,465 3,790,979
Total deposits 6,616,440 6,583,906
Short-term borrowings 685,312 559,823
Accrued expenses and other liabilities 89,440 84,513
Guaranteed preferred beneficial interests in subordinated debentures 50,000 50,000
Other borrowings 1,000,046 863,165
Total liabilities 8,441,238 8,141,407
Commitments and contingencies (Note 12)
Shareholders’ Equity
Preferred stock, 2,000 shares authorized, no shares issued or outstanding — —
Common stock, $1 stated value, 150,000 shares authorized, 61,174 and 60,311 shares issued
and outstanding, respectively 61,174 60,311
Capital surplus 472,467 457,267
Retained earnings 91,062 106,809
Accumulated other comprehensive income, net of tax 14,532 1,954
Total shareholders’ equity 639,235 626,341
Total liabilities and shareholders’ equity $9,080,473 $8,767,748

The accompanying notes to consolidated financial statements are an integral part of this statement.
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CONSOLIDATED STATEMENT OF INCOME

Years Ended December 31,

(dollars and shares in thousands, except per share data) 2001 2000 1999
Interest Income
Loans including fees:
Taxable $495,138 $508,886 $443,211
Nontaxable 16,231 12,606 8,894
Investment securities:
Taxable 89,867 88,009 84,341
Nontaxable 27,666 27,155 27,508
Money market investments 805 1,619 1,859
Total interest income 629,707 638,275 565,813
Interest Expense
Deposits 253,614 267,612 212,710
Short-term borrowings 23,462 42,446 28,550
Other borrowings 61,332 58,346 43,311
Total interest expense 338,408 368,404 284,571
Net interest income 291,299 269,871 281,242
Provision for loan losses 28,700 29,803 14,798
Net interest income after provision for loan losses 262,599 240,068 266,444
Noninterest Income
Trust fees 20,681 22,566 21,722
Service charges on deposit accounts 40,478 34,337 25,022
Mortgage banking revenue 9,893 2,588 1,956
Loan fees 1,126 2,536 4,674
Insurance premiums and commissions 13,296 11,502 6,615
Investment product fees 6,819 7,125 6,416
Bank-owned life insurance 5,349 4,350 4,260
Net securities gains (losses) 4,770 (119) 2,637
Other income 10,555 16,828 9,848
Total noninterest income 112,967 101,713 83,150
Noninterest Expense
Salaries and employee benefits 138,210 130,236 129,419
Occupancy 15,599 14,198 13,396
Equipment 16,206 17,378 17,081
Marketing 8,109 7,958 8,056
FDIC insurance premiums 1,222 1,255 928
Processing 10,757 10,698 11,391
Communication and transportation 10,907 10,236 9,346
Professional fees 7,415 4,666 8,761
Intangible amortization 6,810 4,546 2,645
Other 29,874 26,863 22,874
Merger and restructuring costs 9,703 37,503 —
"Total noninterest expense 254,812 265,537 223,897
Income from continuing operations before income taxes 120,754 76,244 125,697
Income taxes 27,710 14,548 32,440
Income from continuing operations 93,044 61,696 93,257
Discontinued operations — — 4,101
Net income $ 93,044 $ 61,696 $ 97,358
Net Income From Continuing Operations Per Common Share
Basic $1.49 $0.98 $1.48
Diluted 1.49 0.98 1.44
Net Income Per Common Share
Basic $1.49 $0.98 $1.54
Diluted 1.49 0.98 1.50
Weighted Average Number 0f Common Shares Outstanding
Basic 62,137 62,602 63,130
Diluted 62,229 63,210 65,284

‘The accompanying notes to consolidated financial statements are an integral part of this statement.
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CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY

Accumulated

Other Total
Common Stock Capital Retained Comprehensive Shareholders’ Comprehensive
(dollars and shares in thousands) Shares Amount Surplus Earnings Income Equity Income
Balance, December 31, 1998 39,392 $39,392  $365,898 $180,428 $ 20,131 $605,849
Net income — — — 97,358 — 97,358 $ 97,358
Unrealized net security loss and
reclassification adjustment,
net of $32,566 tax — — — — (49,698) (49,698) (49,698)
Mergers 648 648 10,538 6,715 246 18,147
Cash dividends — — — (35,557) — (35,557)
3 for 2 stock split and
5% stock dividend 17,600 17,600 68,851 (86,451) — —
Stock repurchased (2,582) (2,582) (75,917) — — (78,499)
Stock reissued under dividend
reinvestment, stock options, and
stock purchase plan 749 749 17,487 (109) — 18,127
Stock reissued due to conversion of
subordinated debentures 711 711 8,557 — — 9,268
Balance, December 31, 1999 56,518 56,518 395,414 162,384 (29,321) 584,995 $ 47,660
Net income — — — 61,696 — 61,696 $ 61,696
Unrealized net security gain and
reclassification adjustment,
net of $20,515 tax — — — — 31,275 31,275 31,275
Mergers 3,412 3,412 87,399 — — 90,811
Cash dividends — — — (38,768) — (38,768)
5% stock dividend 2,872 2,872 75,631 (78,503) — —
Stock repurchased (4,336) 4,336) (127,572) — — (131,908)
Stock reissued under dividend
reinvestment, stock options, and
stock purchase plan 811 811 14,770 — — 15,581
Stock reissued due to conversion of
subordinated debentures 1,034 1,034 11,625 — — 12,659
Balance, December 31, 2000 60,311 60,311 457,267 106,809 1,954 626,341 $ 92971
Net income — — — 93,044 — 93,044 $ 93,044
Unrealized net security gain and
reclassification adjustment, net
of $8,760 tax — — — — 14,284 14,284 14,284
Net derivative losses on cash flow
hedges, net of $(1,069) tax — — — — (1,706) (1,706) (1,706)
Cash dividends — — — (40,131) — (40,131)
5% stock dividend 2,913 2,913 65,747 (68,660) —
Stock repurchased 2,131) 2,131) (52,592) — — (54,723)
Stock reissued under dividend
reinvestment, stock options, and
stock purchase plan 81 81 2,045 — — 2,126
Balance, December 31, 2001 61,174  $61,174  $472,467 $ 91,062 $14,532  $639,235 | $105,622

The accompanying notes to consolidated financial statements are an integral part of this statement.
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CONSOLIDATED STATEMENT OF CASH FLOWS

Years Ended December 31,

(dollars in thousands) 2001 2000 1999
Cash Flows From Operating Activities
Net income $ 93,044 $ 61,696 $ 97,358
Adjustments to reconcile net income to cash provided by operating activities:
Depreciation 13,513 13,746 13,473
Amortization of intangible assets 6,908 4,546 2,645
Net premium amortization on investment securities 1,242 (2,098) 1,194
Provision for loan losses 28,700 29,803 14,798
Net securities (gains) losses (4,770) 15,396 (2,637)
(Gains) losses on sale of other assets (102) 6,452 (2,792)
Residential real estate loans originated for sale (751,164) (332,855) (66,318)
Proceeds from sale of mortgage loans 752,193 324,988 69,061
Increase in interest receivable (6,785) (10,048) (3,682)
(Increase) decrease in other assets (23,367) 12,759 (22,181)
Increase (decrease) in accrued expenses and other liabilities 2,741) (19,977) 19,605
Total adjustments 13,627 42,712 23,166
Net cash flows provided by operating activities 106,671 104,408 120,524
Cash Flows From Investing Activities
Cash and cash equivalents of subsidiaries acquired — 13,397 8,070
Purchase of investment securities available-for-sale (1,558,133) (758,464) (1,159,107)
Proceeds from maturities of investment securities available-for-sale 819,282 285,045 616,035
Proceeds from sales of investments securities available-for-sale 328,601 636,706 421,903
Net principal collected from (loans made to) customers 186,099 (339,608) (646,564)
Proceeds from sale of premises and equipment 1,448 4,561 2,028
Purchase of premises and equipment (4,968) (27,060) (24,153)
Net cash flows used in investing activities (227,671) (185,423) (781,788)
Cash Flows From Financing Activities
Net increase (decrease) in deposits, short-term and other borrowings:
Noninterest-bearing demand deposits 22,401 63,081 (19,670)
Savings, NOW and money market deposits 124,647 (30,930) 23,672
Time deposits (115,004) 270,005 485,904
Short-term borrowings 125,489 (119,636) 163,623
Other borrowings (12,088) 5,298 101,578
Net payments on medium term notes (1,500) (12,500) —
Proceeds from issue of subordinated bank notes 150,000 — —
Proceeds from guaranteed preferred beneficial interests in
subordinated debentures — 50,000 —
Cash dividends paid (40,131) (38,768) (35,557)
Common stock repurchased (54,723) (131,908) (78,499)
Common stock reissued, net of shares used to convert subordinated debentures 2,126 15,581 18,127
Net cash flows provided by financing activities 201,217 70,223 659,178
Net increase (decrease) in cash and cash equivalents 80,217 (10,792) (2,086)
Cash and cash equivalents at beginning of period 216,149 226,941 229,027
Cash and cash equivalents at end of period $ 296,366 $ 216,149 $ 226,941

‘The accompanying notes to consolidated financial statements are an integral part of this statement.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis Of Presentation

The accompanying consolidated financial statements include the
accounts of Old National Bancorp (“Old National”) and its
wholly-owned affiliates and have been prepared in conformity
with generally accepted accounting principles and prevailing
practices within the banking industry. Such principles require
management to make estimates and assumptions that affect the
reported amounts of assets, liabilities, and the disclosures of
contingent assets and liabilities at the date of the financial
statements and amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

All significant intercompany transactions and balances have been
eliminated. The statements have been restated to reflect mergers
accounted for by the pooling-of-interests method of accounting.
A summary of the more significant accounting and reporting
policies used in preparing the statements is presented below.

Nature Of Operations

Old National, a financial bank holding company headquartered
in Evansville, Indiana, operates in Indiana, Illinois, Kentucky,
Tennessee and Ohio. Through its bank and non-bank affiliates,
Old National provides to its customers an array of financial
services including loan, deposit, trust, investment, and
insurance products.

Investment Securities

Old National has classified all investments as available-for-sale.
Accordingly, these securities are recorded at fair value with the
unrealized gains and losses, net of tax effect, recorded as a sepa-
rate component of shareholders’ equity. Realized gains and losses
affect income and the prior fair value adjustments are reclassed.

Premiums and discounts are recognized in interest income using
the interest method over the period to maturity. Gains and losses
on the sale of available-for-sale securities are determined using
the specific-identification method.

Loans

Loans are stated at the principal amount outstanding. Interest
income is accrued on the principal balances of loans outstanding,
except on discounted loans which are recognized using other
methods that generally approximate the interest method. A loan
is generally placed on nonaccrual status when principal or
interest becomes 90 days past due unless it is well secured and in
the process of collection, or earlier when concern exists as to the
ultimate collection of principal or interest. Interest accrued
during the current year on such loans is reversed against earn-
ings. Interest accrued in the prior year, if any, is charged to the
allowance for loan losses.

As an element of managing interest rate risk exposure, Old
National pre-sells residential mortgage loans to third parties. At
December 31, 2001, approximately $28.1 million of such loans
was held and carried at the lower of cost or fair value.

Allowance For Loan Losses
The allowance for loan losses is maintained at a level believed
adequate by management to absorb probable losses in the
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consolidated loan portfolio. Management’s evaluation of the
adequacy of the allowance is an estimate based on reviews of
individual loans, the risk characteristics of the various categories
of loans given current economic conditions and other factors
such as historical loss experience, financial condition of the
borrower, fair market value of the collateral, and growth of the
loan portfolio. The allowance is increased through a provision
charged to operating expense. Loans deemed to be uncollectible
are charged to the allowance. Recoveries of loans previously
charged off are added to the allowance.

A loan is considered impaired when it is probable that contrac-
tual interest and principal payments will not be collected either
for the amounts or by the dates as scheduled in the loan
agreement. Old National’s policy for recognizing income on
impaired loans is to accrue interest unless a loan is placed on
nonaccrual status.

Premises And Equipment

Premises and equipment are stated at cost less accumulated
depreciation. Depreciation is charged to operating expense over
the useful life of the assets, principally on the straight-line
method. Maintenance and repairs are expensed as incurred while
major additions and improvements are capitalized.

Other Assets

Real estate properties acquired as a result of foreclosure are
valued at the lower of the recorded investment in the related
loan or fair value of the property less estimated cost to sell.

The recorded investment is the sum of the outstanding principal
loan balance, any accrued interest which has not been received,
and acquisition cost associated with the loan. Any excess
recorded investment over the fair value of the property received
is charged to the allowance for loan losses. Any subsequent
write-downs are charged to expense, as are the costs of operating
the properties. Such costs are not material to Old National’s
results of operation.

Total acquisition costs over the fair value of net assets acquired
were $87.2 million at December 31, 2001 and are being amor-
tized on the straight-line basis over periods ranging from 20 to
25 years through December 31, 2001. Future amortization
beyond December 31, 2001 will be impacted by Financial
Accounting Standards Board’s Statements No. 141 and 142 as
described later in this footnote. The recoverability of such assets
and their carrying value are periodically evaluated.

Net Income Per Share

Basic net income per share is computed by dividing net income
by the weighted average number of common shares outstanding
during each year, adjusted to reflect all stock dividends (Note 9)
and all mergers accounted for as poolings-of-interests as if they
had occurred at the beginning of the earliest year presented.
Diluted net income per share is computed as above and assumes
the conversion of outstanding subordinated debentures (Note 10)
and certain stock options (Note 8). On the next page is a table
reconciling basic and diluted earnings per share (“EPS”) for the
years ended 2001, 2000, and 1999.

EARNINGS PER SHARE RECONCILIATION

Years Ended December 31,

(dollars and shares in thousands, 2001 2000 1999
except per share data) Income Shares Amount Income Shares Amount Income Shares Amount
Basic EPS
Income from continuing
operations $93,044 62,137  $1.49 $61,696 62,602  $0.98 $93,257 63,130  $1.48
Effect Of Dilutive Securities
Stock options — 92 — 212 — 366
8% convertible debentures — — 130 396 834 1,788
Diluted EPS
Income from continuing
operations and assumed
conversions $93,044 62,229  $1.49 $61,826 63,210  $0.98 $94,091 65,284  $1.44

Income Taxes

Deferred tax assets and liabilities are recorded based on differ-
ences between the financial statement and tax bases of assets and
liabilities at income tax rates currently in effect. For Old
National, this results in a net deferred tax asset which relates
principally to differences in the recognition of loan losses for
book and tax purposes.

0ff-Balance-Sheet Financial Instruments

In the ordinary course of business, Old National’s affiliate banks
have entered into off-balance-sheet financial instruments
consisting of commitments to extend credit, commercial letters of
credit, and standby letters of credit. Such financial instruments are
recorded in the financial statements when they become payable.

Statement 0f Cash Flows Data

For the purpose of presentation in the accompanying Statement
of Cash Flows, cash and cash equivalents are defined as cash, due
from banks, and money market investments, which have maturi-
ties less than 90 days. Cash paid during the years ended
December 31, 2001, 2000, and 1999, for interest was $353.0
million, $363.8 million, and $274.5 million, respectively. Total
income tax payments during 2001, 2000, and 1999, were

$34.7 million, $26.4 million, and $32.3 million, respectively.

Impact 0f Accounting Changes

Effective January 1, 2001, Old National adopted the provisions
of Statement of Financial Accounting Standard (“SFAS”)

No. 133 “Accounting for Derivative Instruments and Hedging
Activities,” as amended by SFAS No. 137 and SFAS No. 138.
This statement requires that all derivative instruments be
recorded on the balance sheet at their fair value. Changes in the
fair value of derivatives are recorded each period in current earn-
ings or other comprehensive income, depending on whether a
derivative is designated as part of a hedge transaction and, if it is,
the type of hedge transaction.

Effective April 1, 2001, Old National adopted the provisions of
SFAS No. 140, “Accounting for Transfers and Servicing
Financial Assets and Extinguishments of Liabilities” that replaced
SFAS No. 125.
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The adoption of both statements did not have a material impact
on Old National’s financial condition or its results of operations.

In June 2001, the Financial Accounting Standards Board
(“FASB”) issued SFAS No. 141, “Business Combinations.”

The Statement addresses financial accounting and reporting for
business combinations and supersedes Accounting Principles
Board (“APB”) Opinion No. 16, “Business Combination.” It
requires all business combinations within the scope of the
Statement to be accounted for using one method, the purchase
method. It establishes criteria for the initial recognition of intan-
gible assets acquired in a business combination. The provisions
of the Statement apply to all business combinations initiated
after June 30, 2001 and to all business combinations accounted
for by the purchase method for which the date of acquisition is
July 1, 2001 or later.

In June 2001, the FASB issued SFAS No. 142, “Goodwill and
Other Intangible Assets.” The Statement addresses financial
accounting and reporting for acquired goodwill and other intan-
gible assets and supersedes APB Opinion No. 17, “Intangible
Assets.” Under this Statement, goodwill and other intangible
assets that have indefinite useful lives will not be subject to
amortization. The Statement is effective for fiscal years begin-
ning after December 15, 2001. Certain provisions of the
Statement are effective for goodwill and other acquired intan-
gible assets for which the acquisition date is after June 30, 2001.

Old National adopted SFAS No. 141 and SFAS No. 142 effective
January 1, 2002. The impact of adoption of SFAS No. 142
resulted in no impairment loss adjustment to goodwill and intan-
gible balances, which were recorded at $87.2 million at January
1, 2002. It is estimated that the positive impact on 2002 earnings
of the elimination of the amortization from $82.8 of indefinite-
lived assets will be approximately $5.4 million.

Reclassifications

Certain prior year amounts have been reclassified to conform
with the 2001 presentation. Such reclassifications had no effect
on net income.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (conTinueD)

NOTE 2 — BUSINESS COMBINATIONS AND DISCONTINUED OPERATIONS

Completed Mergers

On March 1, 2000, Old National and Heritage Financial
Services, Inc. (“Heritage”) of Clarksville, Tennessee, consum-
mated a merger in which Old National issued 2,191,322
common shares in exchange for all of the outstanding common
shares of Heritage. The transaction was accounted for as a
pooling-of-interests. Net income for Heritage prior to merger
included in the 2000 financial statements for the period ended
March 1, 2000 was $509 thousand.

On March 10, 2000, Old National and ANB Corporation
(“ANB”) of Muncie, Indiana, consummated a merger in which
Old National issued 7,316,153 common shares in exchange for
all of the outstanding common shares of ANB. The transaction
was accounted for as a pooling-of-interests. Net income for ANB
prior to merger included in the 2000 financial statements for the
period ended March 10, 2000 was $1.3 million.

On July 27, 2000, Old National and Permanent Bancorp
(“Permanent”) of Evansville, Indiana, consummated a merger in
which Old National issued 3,301,047 common shares in
exchange for all of the outstanding common shares of
Permanent. The transaction was accounted for as a purchase.
Intangible assets of $61.8 million were recorded from this
purchase and are being amortized no longer than 20 years. As
part of the regulatory approval process for the transaction, the
Department of Justice required two Permanent branches in
Evansville to be sold to another banking company. These two
branches had total deposits of approximately $41 million and
were divested on November 17, 2000.

The following table presents a restatement of the 1999 net
interest income, net income, and basic net income from contin-
uing operations per share to reflect these pooling-of-interests
transaction (dollars in thousands, except per share data):

BUSINESS COMBINATIONS AND DISCONTINUED OPERATIONS

As restated

NOTE 3 — INVESTMENT SECURITIES

The following tables summarize the amortized cost and fair value  December 31, 2001 and 2000, and the corresponding amounts of
of the available-for-sale investment securities portfolio at unrealized gains and losses therein (dollars in thousands):

Amortized Unrealized Unrealized Fair
Available-for-Sale Cost Gains Losses Value
December 31, 2001
U.S. Treasury $ 5,177 $ 123 $ — $ 5,300
U.S. Government agencies and corporations 586,265 7,528 (4,940) 588,853
Mortgage-backed securities 926,885 13,482 (1,659) 938,708
State and political subdivisions 585,100 11,651 (2,194) 594,557
Other securities 118,855 2,211 99) 120,967
Total $2,222,282 $34,995 $(8,892) $2,248,385
December 31, 2000
U.S. Treasury $ 5,270 $ 37 $ — $ 5,307
U.S. Government agencies and corporations 629,216 3,617 (3,011) 629,822
Mortgage-backed securities 486,685 2,413 (7,744) 481,354
State and political subdivisions 538,295 9,071 (1,322) 546,044
Other securities 149,038 621 (623) 149,036
Total $1,808,504 $15,759 $(12,700) $1,811,563

Proceeds from sales of investment securities available-for-sale The amortized cost and fair value of the investment securities
were $328.6 million in 2001 and $636.7 million in 2000. In 2001  portfolio at December 31, 2001 and 2000, are shown below by
realized gains were $4.8 million. In 2000 realized gains were $0.1  expected maturity. Expected maturities may differ from contrac-
million and losses were $15.5 million. Losses of $15.3 million were  tual maturities if borrowers have the right to call or prepay obli-
related to restructuring. At December 31, investment securities gations with or without call or prepayment penalties.

were pledged to secure public and other funds with a carrying

value of $1,131 million in 2001 and $1,031 million in 2000.

Original Heritage ANB herein
1999
Net interest income $238,387 $10,871 $31,984 $281,242
Net income from continuing operations 82,694 2,851 7,712 93,257
Basic net income per share, as restated
for stock dividends 1.56 1.48
Discontinued Operations
During 1999, contingencies related to the June 1998 sale of
Consumer Acceptance Corporation’s sub-prime auto loans,
which was treated as discontinued operations, were favorably
resolved. Income from discontinued operations for the year
ended December 31, 1999 was as follows (dollars in thousands):
DISCONTINUED OPERATIONS
Year Ended December 31,
1999
Gain before taxes from disposal
of discontinued operations $6,835
Income tax expense 2,734
Income from discontinued operations $4,101
Income from discontinued
operations per common share:
Basic $ 0.06
Diluted 0.06
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(dollars in thousands) 2001 2000
Amortized Fair Amortized Fair
Maturity Cost Value Cost Value
Within one year $ 434,579 $ 440,913 $ 524,990 $ 523,577
One to five years 1,156,567 1,171,245 410,127 414,975
Five to ten years 370,678 374,856 644,908 642,966
Beyond ten years 260,458 261,371 228,479 230,045
Total $2,222,282 $2,248,385 $1,808,504 $1,811,563

NOTE 4 — LOANS

Through its affiliates, Old National makes loans to customers in
various industries including manufacturing, agribusiness, trans-
portation, mining, wholesaling, and retailing, predominately in
its five-state region. The loan portfolio is diversified with the
only industry exceeding 10% of total loans being real estate

The composition of loans at December 31, 2001 and 2000, by
lending classification was as follows (dollars in thousands):

December 31,

2001 2000 rental and leasing which comprise 12%.
Commercial $1,742,937  $1,606,509
Commercial real estate 1,848,945 1,810,805
Residential real estate 1,477,180 1,890,872
Consumer credit, net 1,063,792 1,040,127
Total loans $6,132,854  $6,348,313
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Executive officers and directors of Old National and significant
subsidiaries and their related interests are loan customers of Old
National’s affiliate banks in the normal course of business. These
loans are made on substantially the same terms, including
interest rates and collateral, as those prevailing at the same time
for comparable transactions with unrelated parties and involve no
unusual risk of collectibility. An analysis of the 2001 activity of
these loans is as follows (dollars in thousands):

2001
Balance, January 1 $ 74,341
New loans 255,410
Repayments (231,219)
Officer and director changes (6,277)
Balance, December 31 $ 92,255

NOTE 5 — ALLOWANCE FOR LOAN LOSSES

Activity in the allowance for loan losses during the years 2001,
2000, and 1999 was as follows (dollars in thousands):

December 31,
2001 2000 1999

$73,833  $65,685 $59,371

Balance at beginning of year
Additions:
Provision charged to expense | 28,700 29,803 14,798

Acquired by acquisition 2,232 1,000
Deductions:
Loans charged off 36,152 29,345 16,859
Recoveries (7,860)  (5,458) (7,375)
Net charge-offs 28,292 23,887 9,484

Balance at end of year $74,241 $73,833  $65,685

At December 31, 2001, the recorded investment in loans for
which impairment has been recognized was $43.2 million with
no related allowance and $196.6 million with $14.7 million of
related allowance. At December 31, 2000, the recorded invest-
ment in loans for which impairment has been recognized was
$13.9 million with no related allowance and $126.8 million with
$28.8 million of related allowance.

For the year ended December 31, 2001, the average balance of
impaired loans was $220.0 million for which $14.7 million of
interest was recorded. For the year ended December 31, 2000,
the average balance of impaired loans was $100.6 million, for
which $10.9 million of interest was recorded.
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NOTE 6 — FAIR VALUE OF FINANCIAL INSTRUMENTS

The fair value of certain financial instruments, both assets and
liabilities recognized and not recognized in the consolidated
balance sheet, are required to be disclosed when it is practicable
to estimate fair value. The following methods and assumptions
were used to estimate the fair value of each type of financial
instrument.

Cash, Due From Banks And Money Market Investments
For these instruments, the carrying amount is a reasonable esti-
mate of fair value.

Investment Securities

For investment securities, fair values are based on quoted market
prices, if available. For securities where quoted prices are not
available, fair value is estimated based on market prices of similar
securities.

Loans

The fair value of loans is estimated by discounting future cash
flows using current rates at which similar loans would be made to
borrowers with similar credit ratings and for the same remaining
maturities.

Deposits

The fair value of noninterest-bearing demand deposits and
savings, NOW, and money market deposits is the amount
payable as of the reporting date. The fair value of fixed-maturity
certificates of deposit is estimated using rates currently offered
for deposits with similar remaining maturities.

Short-Term Borrowings

Federal funds purchased and securities sold under agreements to

repurchase generally have an original term to maturity of 30 days
or less and, therefore, their carrying amount is a reasonable esti-

mate of fair value.

Other Borrowings

The fair value of Federal Home Loan Bank (“FHLB”) borrow-
ings and medium term notes is estimated using rates currently
offered for obligations with similar remaining maturities. The
fair value of trust preferred securities and subordinated bank
notes are estimated using rates currently available to Old
National for debt with similar terms and remaining maturities.

0ff-Balance-Sheet Financial Instruments

Loan commitments and standby letters of credit are generally
short-term and therefore, their carrying amount is a reasonable
estimate of their fair value.

The estimated carrying and fair values of Old National’s
financial instruments as of December 31, 2001 and 2000,

are as follows (dollars in thousands):

The provision for income taxes consists of the following compo-
nents for the years ended December 31, (dollars in thousands):

2001 2000 1999
Carrying Fair Income taxes currently payable:
Value Value Federal $32,375 $21,068 $28,446
2001 State 9 758 5,565
Financial Assets Deferred income taxes
Cash, due from banks and related to:
money market investments $ 296,366 $ 296,366 Provision for loan losses (758) (2,91 5) (I ,83 1)
Investment securities 2,248,385 2,248,385 Other, net (3,898) (4,363) 2,994
Loans, net 6,058,613 6,129,438 Deferred income tax
Financial Liabilities expense (benefit) 4,656) (7,278) 1,163
Deposits , $6,616,440 56,642,489 Provision for income taxes | $27,710 $14,548 $35,174
Short-term borrowings 685,312 686,786
Other borrowings 1,050,046 1,082,596 Provision detail:
0ff-Balance-Sheet Financial Instruments Ct?nﬁnqing operatiops B27,710) 514,548 $32,440
Commitments to extend credit $1,113,260 Discontinued operations — — 2,734
Letters of credit 53,940 Total $27,710 $14,548 $35,174
2000 .
Significant components of net deferred tax assets at December 31
Financial Assets are as follows (dollars in thousands):
Cash, due from banks and
money market investments $ 216,149 $ 216,149 2001 2000
Investment securities 1,811,563 1,811,563 Deferred Tax Assets
Loans, net 6,274,480 6,287,255 Allowance for loan losses,
Financial Liabilities net of recapture $28,225 $27,269
Deposits $6,583,906 $6,601,873 Benefit plan accruals 9,738 7,978
Short-term borrowings 559,823 559,823 AMT credit 9,491 6,000
Other borrowings 913,165 923,176 Purchase accounting 1,939 3,034
0ff-Balance-Sheet Financial Instruments Other, net 1,167 —
Commitments to extend credit $1,152,835 Total deferred tax assets 50,560 44,281
Letters of credit 36,216 peferred Tax Liabilities
Interest rate swaps 1,560 Premises and equipment (1,564) (2,427)
Accretion on investment securities (678) (1,114)
NOTE 7~ INCOME TAXES Unrealized gain on available-
Following is a summary of the major items comprising the for-sale investment securities (10,160) (1,104)
difference in taxes computed at the federal statutory rate and Lease receivable, net (10,237) (7,546)
as recorded in the consolidated statement of income for the Mortgage servicing rights (3,440) (1,421)
years ended December 31: Other, net — (3,267)
2001 2000 1999 Total deferred tax liabilities (26,079) (16,879)
Provision at statutory rate 35.0% 35.0% 35.0% _ DNetdeferred taxassets 24481  $27,402

Tax-exempt income

State income taxes

State apportionment changes
Other, net

(12.8) (17.3) 9.8)

0.2

(-5

0.4 2.7
— (1.1)
1.0 (1.0)

Effective tax rate

229% 19.1%  25.8%
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NOTE 8 — EMPLOYEE BENEFIT PLANS The net pension expense and its components for the years ended Stock Option Plan A summary of the status of Old National’s stock option plan is

Retirement Plan December 31 were as follows (dollars in thousands): (dollars in thousands, except per share data) 2001 presented below.

Old National has a noncontributory defined benefit retirement 2001 2000 1999 Net income: (shares in thousands) 2001
plan covering substantially all full-time employees. Retirement Service cost $3,600 $2,998  $2,813 As reported $93,044 Weighted
benefits are based on years of service and compensation during Interest cost 3344 2,694 2,155 P o forma N 89,954 Average
the highest paid five years of employment. Old National’s policy Expected return on plan assets (,162) (2,851) (2,131) N‘X Income per share: Exercise
i i ini i i A . . s reported — basic $ 149 Shares Price
is to cqntrlbute at least the minimum funding requirement Amortization of prior service cost 42) 23) 58 b fp b Las o " e o 264
determined by the plan’s actuary. Amortization of transitional asset 431)  (396) (361) ro forma = basie - G;l:;ttfcll Ing at beginning o year 1871 ) 5'13
During 2001, Old National amended this plan to freeze the Recogmzed aCtPaljlal loss 10 (89) 88 The fair value of each option grant is estimated on the date of Exercised 47 14.87
benefits accrued for all participants, except active participants Cgrtaﬂment gain included grant using the Black-Sholes option-pricing model using the Forfeited 9) 25.13
who have completed at least 20 years of service or who have In current year (227) —_ —_ following weighted average assumptions: dividend yield of 2.7%, Outstanding at end of year 2037 $24.02
attained age 50 with at least five years of vesting service. This Net pension expense $3,222  $2,333 $2,622 expected volatility of 18.2%, and a risk-free rate of 5.3%. - - :

curtailment resulted in $7.6 million reduction in the benefit obli- Opt.l ons exercisable at year-end . S $21.26
gation as of year-end 2001 and a $0.2 million reduction in Profit Sharing Plan Welghted—avefage fair value of options

pension expense in 2001. In addition, the amendment discon- Old National has a profit sharing plan for all employees who granted during the year 6.79

tinues new enrollments under the Plan after December 31, 2001.  meet eligibility requirements. Contributions to the plan are . . . X R .
made when certain consolidated profit conditions are met. Information pertaining to options outstanding at December 31, 2001 is as follows (shares in thousands):

Employees may partici.patfe by contributing a percentage of their Options Outstanding Options Exercisable

salary, a portion of which is matched by Old National. The profit Weighted Average Weighted Average Weighted Average

sharing expense was $7.6 million in 2001, $5.5 million in 2000 Range of Number Remaining Exercise Number Exercise

The following table sets forth the plan’s funded status and
the amount recognized in the consolidated balance sheet at
December 31, 2001, 2000, and 1999 and includes the impact
of acquisitions when they are added to the plan (dollars in

b d9) and $4.7 million in 1999. Exercise Price Outstanding Contractual Life Price Exercisable Price
thousands):
$ 4.54-8.55 32 1.3 Ye $ 6.36 32 $ 6.36
2001 2000 1gge  hestricted Stock Plan 9.55 - 12.87 90 56 11.89 90 11.89
- Oflfd Natiso}rllal has a restrigted sﬁock pt'm vs(/lhich Eoverfl'certain ] 13:78 _ 16'.63 41 6:3 15:43 41 15:43
officers. Shares are earned each year based on the achievement o 20.19 — 26.39 1.874 9.5 25.09 41 24.96
Balance at January 1 $ 43,833 $30,811  $32,233 net income targets. Shares vest over a four-year period. Unvested Total 2’ 037 o1 $24.02 534 $21.26
Service cost 3,600 2,998 2,813 shares are subject to certain restrictions and risk of forfeiture by ota 2 - - -
Interest cost 3,344 2,694 2,155 the participants. Shares vesting totaled 5,924 in 2001, 56,441 in
Acquisitions — 9,192 — 2000 and 89,989 in 1999. Expense recorded was $0.4 million in NOTE 9 — SHAREHOLDERS’ EQUITY shares of Old National common stock for the price of one share
Benefits paid (6,426) (4,096)  (3,182) 2001, $1.5 million in 2000, and $2.3 million in 1999. Stock Dividend at the then market price. If Old National is acquired and is not
Actuarial (gain) loss 15,178 2,234 (3,208) ) o .. the surviving corporation, or if Old National survives a merger
. . Stock Options A 5% stock dividend was declared on December 6, 2001, . .
Curtailment adjustment (7,617) — — . o L but has all or part of its common stock exchanged, each rights
On June 27, 2001, Old National granted 1.5 million stock and distributed on January 25, 2002. All average share and holder will b itled ire sh £ th .
Balance at December 31 51.912 43.833 30.811 : R . h h b ively adi d 1 older w1 ¢ entitled to acquire shares of the acquiring
) ) ) options to key employees at an exercise price of $25.13. per share amounts have been retroactively adjusted to reflect ith a value of . he th : v of th
‘ o ) his stock dividend. company with a value of two times the then exercise price of the
Change In Plan Assets The options vest 25% per year over a four year period and this s rights for each right held.
Fair value at January 1 39,947 30,152 28,694 expire in 10 years. If certain financial targets are achieved, ., ,
Actual return on plan assets (1,170) 315 3,450 vesting is accelerated. Old National can grant up to 6.6 million D(I)‘igeg R.elnvelst}rlnent adnd itjocdeurc.hase Plan d stock h
Employer contributions 217 133 1,269 shares of common stock under the 1999 Equity Incentive | a(t;onah. a}S1 a drviden l:emvt?stmznt an bStO(,: hpurc ase NOTE 10 — FINANCING ACTIVITIES
Transfers _ 13.662 80 Plan. Under this plan, active employees with unvested restrict- plan undcer which common shares issued may be elther repur-
) . chased shares or authorized and previously unissued shares. As of  Lines 0f Credit
Benefits paid (6,426) 4,096)  (3,182) ed stock shares could exchange those shares for stock options ! . . P
p ) ) ) . December 31, 2001, 500 thousand authorized and unissued At December 31, 2001, Old National had $25.0 million in an
Administrative expenses (15) 219) (159) by August 27, 2001. On that date, 36,468 unvested restricted . ) o ; .
P stock shares were converted to stock options. common shares were reserved for issuance under the plan. unsecured line of credit with an unaffiliated bank. The line
Fair value at December 31 32,253 39,947 30,152 Shareholder Rights Pl bears interest at the lender’s Federal funds rate plus 50 basis
. . .. areholder Rights Plan :
Funded .status (19,659) (3,886) (659) Old Natlor.lal apphes APB.Oplmon No. 25 anq related Old Nation agl has adopted a Shareholder Rights Plan whereby Pomts. (ZiXt ]?eceml;er 3d1., 2001 .and t21000, there were no bm(‘irow-
Unrecognized: Interpretations in accounting for the stock option plan. . - A ings under lines of credit. During the years 2001, 2000, an
Net gm rial ( : ) 1 9.398 (2 670) (3 43 0) According]y no compensafjon costs have been recognized, Had one I‘lght was distributed for each OUtStandlng share of Old 1999, the average interest rates on various lines of credit were
¢t actuarial (gain) 10ss ) ) ) > S . National’s common stock. The rights become exercisable on the 5«10, 7350, 2145.93% wvelv. The li f credi
Transition asset (1,293) (1,7249)  (1,765) compensation costs for Old National’s stock option plan been tenth dav followi bli ¢ that h .61%, 7.32%, and 5.93%, respectively. The lines of credit
Prior service cost 300 31 329 determined based on the fair value at the grant dates for awards cnth day following a public announcement that a person has included various arrangements to maintain compensating
. . . acquired or intends to acquire beneficial ownership of 20% or
under the plan consistent with the method prescribed by FASB S . balances or pay fees.
Accrued benefit cost $(11,254) $(8,249) $(5,525) Statement No. 123, net income and earnings per share would more of Old National’s outstanding common stock. Upon exer-
Assumptions as of December 31 have been adjusted to the proforma amounts indicated on the cising rJI;e 1t‘_1ghtz, ;he }ll(oldf;;s:)s Fnuded to b}lllyhl/lldOOUf)f a S}Lare of  For additional details. concerning sho’rt—t.erm borrowings, see
Discount rate 7.25% 7.75% 7.50%  next page. Junior Preferre tpc at or every rig t held. Upon the Table 14 on page 25 in Management’s Discussion and Analysis.
E occurrence of certain events, the rights may be redeemed by Old
xpected return on plan assets 8.00 8.00 8.00 . . : Federal Home Loan Bank
Rate of compensation increase 5.00 5.00 5.00 National at a price of $.01 per right. creler tome moan B : a1
p . . . At December 31, 2001, Old National had $767.7 million
In the event an acquiring party becomes the beneficial owner of  borrowed from various FHLBs. Floating-rate borrowings totaled
20% or more of Old National’s outstanding shares, rights $60.0 million and will mature between 2002 and 2004. The
holders (other than the acquiring person) may purchase two remaining borrowings have a fixed interest rate and mature
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between 2002 and 2019. The weighted average rates of the
FHLB borrowings were 5.90% and 6.35% at December 31,
2001 and 2000, respectively. These borrowings are secured by
investment securities and mortgage loans up to 150% of
outstanding debt. At December 31, 2000, the outstanding
balance was $779.4 million.

Medium Term Notes

At December 31, Old National had medium term notes
outstanding of $82.3 million in 2001 and $83.8 million in 2000
with remaining maturities ranging from one to six years and
fixed interest rates ranging from 6.40% to 7.03%.

Subordinated Bank Notes

On October 5, 2001, Old National issued $150 million of
subordinated bank notes bearing a fixed interest rate of 6.75%,
payable semiannually, and maturing October 15, 2011. The
issuance is in accordance with the senior and subordinated global
bank note program in which Old National may issue and sell up
to a maximum of $1 billion.

Convertible Subordinated Debentures

Old National called for redemption its 8% convertible subordi-
nated debentures on May 14, 2000. Shares totaling 1,086,000
were issued during 2000 from conversions of the remaining
debentures.

Guaranteed Preferred Beneficial Interests In Subordinated Debentures
During March 2000, Old National authorized $200 million of
trust preferred securities and issued $50 million through a
subsidiary Old National Capital Trust I. The trust preferred
securities have a liquidation amount of $25 per share with a
cumulative annual distribution rate of 9.5%, or $2.375 per share,
payable quarterly, and maturing on March 15, 2030.

Old National may redeem the subordinated debentures and
thereby cause a redemption of the trust preferred securities in
whole (or in part from time to time) on or after March 15, 2005,
or in whole (but not in part) following the occurrence and
continuance of certain adverse federal income tax or capital
treatment events.

Costs associated with the issuance of the trust preferred
securities totaling $1.8 million were capitalized and are being
amortized through the maturity date of the securities. The
unamortized balance is included in other assets in the consoli-
dated balance sheet.

NOTE 11 — INTEREST RATE CONTRACTS

Old National adopted SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities”, as amended by SFAS No.
138, “Accounting for Certain Derivative Instruments and
Certain Hedging Activities, an Amendment of FASB Statement
No. 133” on January 1, 2001. A $35 thousand reduction to
current income was recorded as a transition adjustment.
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Old National designates its derivatives based upon criteria
established by SFAS No. 133. For a derivative designated as a
fair value hedge, the derivative and the hedged item are
recorded at fair value on the balance sheet. The derivative is
included in other assets or liabilities. The change in fair value
of the derivative and hedged item along with any ineffective-
ness of the hedge is recorded in current earnings. For a deriva-
tive designated as a cash flow hedge, the effective portion of
the derivative’s gain or loss is initially reported as a component
of accumulated other comprehensive income (loss) and subse-
quently reclassified into earnings when the hedged exposure
affects earnings. The ineffective portion of the gain or loss is
reported in earnings immediately.

Old National uses interest rate contracts such as interest swaps
to manage its interest rate risk. These contracts are designated
as hedges of specific assets and liabilities. The net interest
receivable or payable on swaps is accrued and recognized as an
adjustment to the interest income or expense of the hedged asset

or liability.

At December 31, Old National has interest rate swaps with a
notional value of $223 million in 2001 and $175 million in 2000.
The contracts are an exchange of interest payments with no
effect on the principal amounts of the underlying hedged liabili-
ties. The fair value of the swaps at year end was $7.0 million in
2001 and $1.6 million in 2000. Old National pays the counter-
party a variable rate based on LIBOR and receives fixed rates
ranging from 4.37% to 7.23%. The contracts terminate on or
prior to January 28, 2009.

During 2001, Old National entered into a forecasted interest
rate swap with a notional value of $50 million. The transaction
was designated as a cash flow hedge with the effective portion of
the derivative’s loss initially reported as a component of accumu-
lated other comprehensive income (loss). Upon termination, this
amount is being reclassified into earnings as a yield adjustment
over the 10-year term of the $150 million 6.75% fixed-rate
subordinated bank notes issued on October 5, 2001.

Old National is exposed to losses if it is in the receiving position
and a counterparty fails to make payments under the contract.
Old National anticipates that the counterparties will be able to
fully satisfy their obligations under the agreements. Old National
minimizes its credit risk by obtaining collateral if the exposure
exceeds $1 million on certain contracts and by monitoring the
credit standing of the counterparties.

NOTE 12 — COMMITMENTS AND CONTINGENCIES

Leases

Old National rents certain premises and equipment under oper-
ating leases which expire at various dates. Many of these leases
require the payment of property taxes, insurance premiums,
maintenance, and other costs. In some cases, rentals are subject
to increase in relation to a cost-of-living index. Total rental
expense was $5.2 million in 2001, $5.6 million in 2000, and
$5.1 million in 1999.

Following is a summary of future minimum lease commitments
(dollars in thousands):

2002 $6,601
2003 4,153
2004 2,349
2005 1,697
2006 1,222
2007 and after 8,798

Letters And Lines Of Credit

In the normal course of business, Old National’s banking affili-
ates have entered into various agreements to extend credit, such
as loan commitments of $1,113 million, and letters of credit of
$54 million at December 31, 2001. These commitments are not
reflected in the consolidated financial statements. No material
losses are expected to result from these transactions.

Litigation

At December 31, 2001, various legal actions and proceedings
were pending against Old National and its affiliates. These
actions and proceedings are incidental to its business and are not
expected to have a material adverse effect upon the consolidated
financial position or results of operations of Old National or

its affiliates.

NOTE 13 — REGULATORY RESTRICTIONS

Restrictions On Cash and Due From Banks

Old National’s affiliate bank is required to maintain reserve
balances on hand and with the Federal Reserve Bank which are
noninterest bearing and unavailable for investment purposes.
The reserve balances at December 31 were $61.9 million in
2001 and $49.5 million in 2000.

Restrictions On Transfers From Affiliate Banks

Regulations limit the amount of dividends an affiliate bank can
declare in any year without obtaining prior regulatory approval.
At December 31, 2001, prior regulatory approval would be
required for Old National’s affiliate bank. Such approval has
been regularly provided as the affiliate bank exceeds the regula-
tory definition of well-capitalized.

Capital Adequacy
For additional information on capital adequacy see Table 15 in
Management’s Discussion and Analysis on page 26.

p4l

NOTE 14 — PARENT COMPANY FINANCIAL STATEMENTS

The following are the condensed parent company only financial
statements of Old National Bancorp (dollars in thousands):

OLD NATIONAL BANCORP (PARENT COMPANY ONLY)
CONDENSED BALANCE SHEET

December 31,

2001 2000
Assets
Deposits in affiliate bank $ 77 $§ 102
Investments at fair value 17,607 23
Investment in affiliates:
Bank, including purchase
accounting intangible assets of
$5,102 in 2001 and $5,661 in 2000 | 684,915 720,764
Non-banks 6,041 5,617
Advances to affiliates 42,556 11,153
Other assets 32,340 33,023
Total assets $783,536 $770,682
Liahilities And Shareholders’ Equity
Other liabilities $ 12,001 $ 10,541
Medium term notes 82,300 83,800
Guaranteed preferred beneficial
interests in subordinated debentures 50,000 50,000
Shareholders’ equity 639,235 626,341
Total liabilities and
shareholders’ equity $783,536 $770,682

OLD NATIONAL BANCORP (PARENT COMPANY ONLY)
CONDENSED STATEMENT OF INCOME
Years Ended December 31,

2001 2000 1999

Income
Dividends from affiliates $145,500 $108,737 $ 97,681
Other income 1,171 577 5,905
Other income from affiliates 28,108 21,212 10,730
Total income 174,779 130,526 114,316

Expense
Interest on borrowings 10,758 10,136 8,440
Amortization of intangibles 559 560 587
Other expenses 28,740 25,497 25,345
Total expense 40,057 36,193 34,372

Income before income taxes
and equity in undistributed
earnings of affiliates 134,722 94,333 79,944

Income tax benefit 4,768)  (5,248)  (9,182)

Income before equity in
undistributed earnings

of affiliates 139,490 99,581 89,126
Equity in undistributed
earnings of affiliates (46,446) (37,885) 8,232

$ 93,044 §$ 61,696 $ 97,358

Net income
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OLD NATIONAL BANCORP (PARENT COMPANY ONLY)
CONDENSED STATEMENT OF CASH FLOWS

Years Ended December 31,
2001 2000 1999

Cash Flows From Operating Activities
Net income

$ 93,044 $ 61,696 $ 97,358

Adjustments to reconcile net
income to cash provided by
operating activities:

Depreciation

Amortization of
intangible assets

Decrease in other assets

Increase (decrease) in
other liabilities

Equity in undistributed
earnings of affiliates

668 888 947

559 560 587
1,464 651 60,178

1,460 (598)  (1,760)

46,446 37,885  (8,232)

Total adjustments

50,597 39,386 51,720

Net cash flows provided by
operating activities

143,641 101,082 149,078

Cash Flows From Investing Activities
Purchase of investment
securities available-for-sale
Net advances to affiliates
Purchase of premises
and equipment

(17,584) — —
(31,403) 19,910 (50,014

(451) (446) (724)

Net cash flows provided by
(used in) investing activities

(49,438) 19,464  (50,738)

Cash Flows From Financing Activities

Net payments on short-term
borrowings

Net payments on medium
term notes

Proceeds from guaranteed
preferred beneficial interest in
subordinated debentures

Cash dividends paid

Common stock repurchased

Common stock reissued, net of
shares used to convert
subordinated debentures

—(5,000) (2,250

(1,500) (12,500) —

— 50,000 —
(40,131) (38,768) (35,557)
(54,723) (131,908) (78,499)

2,126 15581 18,127

Net cash flows used in
financing activities

(94,228) (122,595)  (98,179)

Net increase (decrease) in

cash and cash equivalents

Cash and cash equivalents at
beginning of period

@5) (2,049 161

102 2,151 1,990

Cash and cash equivalents
at end of period

$ 77 $ 102§ 2,151
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NOTE 15 — SEGMENT INFORMATION

Old National has been divided into two reportable segments:
community banking and treasury. Our community banks
provide a wide range of financial services as discussed on page
14 of Management’s Discussion and Analysis. Treasury
manages investments and interest rate risk and obtains non-
deposit funding. The accounting policies of the segments are
the same as those described in Note 1. Intersegment sales and
transfers are not significant.

Summarized financial information concerning segments is
shown in the following table, based on continuing operations.
The other column includes insignificant non-bank affiliates
and intercompany eliminations.

Community
(dollars in thousands) Banking Treasury Other Total
2001
Net interest
income $ 281,300 $ 7,600 $ 2,399 $ 291,299
Income
tax expense
(benefit) 34,267 (3,793) 2,764) 27,710
Segment
profit (loss) 79,062 17,983 (4,001) 93,044
Total assets 6,417,619 2,454,986 207,868 9,080,473
2000
Net interest
income $ 294,561 $§ (21,334) $ (3,356) $ 269,871
Income
tax expense
(benefit) 30,546 (2,568) (13,430) 14,548
Segment
profit (loss) 59,146 24,721 (22,171) 61,696
Total assets 6,766,057 1,943,109 58,582 8,767,748
1999
Net interest
income $ 259,677 N/A $§ 21,565 $ 281,242
Income
tax expense 21,595 N/A 10,845 32,440
Segment
profit 67,568 N/A 25,689 93,257

Total assets 6,573,016 N/A 1,512,996 8,086,012

N/A = not applicable

NOTE 16 — MERGER AND RESTRUCTURING COSTS

During the second quarter of 2001, Old National announced
that it would further restructure its regional banking administra-
tive structure and incur additional expenses in the consolidation
of ANB Corporation, which it acquired in the first quarter of
2000. The restructuring of the banking operations involved
consolidating the administrative structure of the banking fran-
chise from six regions into three regions and the closure or sale
of up to 10 branches. Approximately 100 positions were elimi-
nated, and the charges associated with severance, facilities and
equipment write-offs were $7.7 million. The operations and
management integration plan was finalized for the ANB acquisi-
tion, and additional charges of $2.0 million for personnel costs
and costs of consolidating the operation function of the Trust
business were recorded. The remaining restructuring charge
accrual was $4.1 million as of December 31, 2001.

During the first quarter of 2000, Old National closed two
mergers, finalized the charter consolidation efforts which began
in 1999 and recorded related merger and restructuring charges
of $22.5 million. Included in these charges were merger related
costs, system conversion costs, balance sheet restructuring, elimi-
nation of duplicate or unnecessary facilities, centralization of
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certain support functions and personnel severance costs related
to these items. During the third quarter of 2000, Old National
completed an asset sale and reinvestment program designed to
shorten the duration of its investment and fixed-rate mortgage
loan portfolios. Approximately $600 million of mortgage-
backed securities and residential mortgage loans were sold
during the quarter with $500 million of the proceeds reinvested
in shorter duration investments. The remainder of the net
proceeds were used to reduce borrowings and fund commercial
loan growth. The components of the charges are shown below
(dollars in thousands):

Years Ended December 31, 2001 2000
Professional fees $ 428 $ 5,744
Severance and related costs 6,477 4,501
Fixed asset write-downs 2,047 3,687
Losses on sale of securities — 15,277
Losses on sale of loans — 6,407
Other 751 1,887

Included in noninterest expense 9,703 37,503
Provision for loan losses — 3,801

Total $9,703 $41,304
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SHAREHOLDER INFORMATION

Annual Meeting

The Annual Meeting of Shareholders
will be held Thursday, April 18, 2002,
at 10:30 a.m. Central Daylight Time,
at The Centre, 715 Locust Street,

Evansville, Indiana.

Corporate Office

420 Main Street
Evansville, Indiana 47708
812-464-1434

Web site: www.oldnational.com

Stock Information

Through February 14, 2002, Old
National stock was traded on the Nasdaq
National Market System. Effective
February 15, 2002, the stock is traded on
the New York Stock Exchange (NYSE).
Old National’s ticker symbol is ONB.

The Stock Transfer Agent is:

Old National Bancorp
Post Office Box 929
Evansville, Indiana 47706-0929

In December 2001, a 5% stock divi-
dend was declared to shareholders
of record on January 4, 2002. There
were 24,838 shareholders of record

as of December 31, 2001.

Stock Purchase And Dividend Reinvestment Plan
The company offers a direct stock pur-
chase and dividend reinvestment plan to
all interested investors. For information
concerning this convenient method of

purchasing shares of stock, contact:

Shareholder Services Department
Old National Bancorp

Post Office Box 929

Evansville, Indiana 47706-0929
812-464-1296

1-800-677-1749

Additional Information
Shareholders and interested investors
may obtain information about the com-

pany upon written request or by calling:

Lynell J. Walton, CPA
Assistant Vice President

Old National Bancorp

Post Office Box 718

Evansville, Indiana 47705-0718
812-464-1366

Equal Opportunity Employer

The company maintains its commitment
to equal opportunity and affirmative
action in employment practices, policies,
and procedures and pledges to recruit,
hire, train, and promote individuals in all
job classific ithout regard to race,
color, religion, age, sex, national origin,

disability or veteran status.

The table below lists the Nasdaq price quotes and dividend data for Old National Bancorp stock over the last two years.*

TENNESSEE

First Quarter $27.50 $20.00 5,057,792 $0.16
Second Quarter 25.38 19.39 4,124,018 0.16
Third Quarter 25.30 22.38 4,188,626 0.16
Fourth Quarter 24.67 22.48 2,996,410 0.17
First Quarter $30.30 $20.92 7,451,905 $0.15
Second Quarter 31.75 25.85 7,139,586 0.16
Third Quarter 28.63 23.78 5,100,570 0.15
Fourth Quarter 28.01 2591 4,132,673 0.16

*Data adjusted for all stock dividends, including a 5% stock dividend to shareholders of record on January 4, 2002, distributed on January 25, 2002.






